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MILL MUTUALS 


ARE MUTUAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co.........................-Harrisburg, Pa. 
Millers Mutual Fire Insurance Co........................-Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.................. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance (EE Pe 
Grain Dealers National Mutual Fire Ins. Co................Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co...... ..........Kansas City, Mo. 
National Retailers Mutual Insurance Co.......................-Chieago, Il. 
Michigan Millers Mutual Fire Insurance Co...................Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co...................-Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, IIl. 


A service organization maintained by the Mill Mutuals. 
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HERE’S nothing like time to test things, disturbances have not affected the solidity and 
particularly ideas or principles. Fifty stability of mutual principles. 
years discloses the plans of nations as All insurance is good. The-e is this about 
fatuous or inspired. A century weighs world mutual insurance—when you buy a mutual 
trends. policy you have not only all the rights of a 
When Bushrod Washington took this policy policyholder in any other type of insurance 
on the now famous property at Mt. Vernon, carrier, but in addition you have the rights of 
mutual insurance in America had already com- representation in management and participa- 
pleted more than fifty years of successful op- tion in the savings of the corporation. 
eration. The struggle for independence, the These are the reasons why great industrial 
spreading out and building of the nation, the corporations and hundreds of thousands of 
Civil War, the reconstruction period, two individuals buy mutual coverage for protec- 
world wars—all of these with their attendant tion against the hazards of fire. 
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STATE OF FLORIDA 


N the process of becoming one cf the veterans in the ranks of insurance regulatory authcrities, 
J. Edwin Larson has given Florida one of the most efficient insurance administrations to be 
found in the United States. Before his election six years ago to the post of Florida State 
Treasurer, and ex-cfficio Insurance Commissioner, he had seen service both in the Florida House 
of Representatives and in the Florida State Senate, and had served as Collector cf Internal 


Revenue for Florida. 
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“MR. & MRS. AMERICA” SPEAK UP 
ON THE TRAFFIC SAFETY PROBLEM 


UCH of the polling and 
M quizzing of the so-called 

average American. which 
goes on nowadays, upon every sub- 
ject under the sun, must seem rather 
like foolishness to a great many of 
the other average Americans who are 
subjected to the interminable outpour- 
ings of these synthetic opinions of 
“Mr. and Mrs. America” in which 
press and radio currently indulge. Yet 
it must be admitted that the legitimate 
practitioners in this field of public 
opinion research have evolved tech- 
niques which elicit much useful infor- 
mation, provided the inquiries are 
made fairly and are not aimed merely 
at attempting to gain support for 
some preconceived position. 


The survey just completed for the 
National Committee for Traffic Safe- 
ty, by the Opinion Research Corpora- 
tion, seems a poll of this more valu- 
able sort. The questions which were 
asked a cross-section of United States 
adults purport to have yielded a full- 
scope report upon the state of the 
American public’s thinking on the 
traffic accident problem. And without 
regard to whether the indicated pro- 
portion of that public would stand be- 
hind the test group’s recommenda- 
tions for cutting the traffic toll—such 
as the expressed willingness to pay 
higher taxes for the purpose — the 
tenor of the answers should be of 
very real interest to anyone concerned 
with the subject. 


This is not the place, of course, to 
go into such details as the percentages 
of those polled who answered ques- 
tions one way or another; those pro- 
fessionally involved in traffic safety 
doubtless can acquire a copy of the 
complete study. In general terms here 
is what “Mr. and Mrs. America”—a 
theoretically correct cross-section of 
all United States adults, drivers and 





non-drivers alike—said under exam- 
ination : 

Traffic accidents constitute a ser- 
ious problem to 94%, and 77% think 
there will be more traffic accidents 
during the next year or two than there 
are now. Why? There will be more 
travel, more cars on the road, now 
that gasoline rationing has ended. 
Speed limits will be increased, new 
cars will go faster, people will drive 
faster. Many cars are in rundown 
condition, with poor brakes and tires. 
There will be a feeling of release from 
wartime tensions and restrictions. E-x- 
servicemen will be restless and reck- 
less. There will be more inexperienc- 
ed drivers on the road, there will be 
careless disregard for traffic rules. 
More liquor will be available. 


That traffic accidents can be cut 
down is the belief of 61% of United 
States adults. Stricter enforcement 
by more efficient police, reduction of 
speed limits, and the elimination of 
reckless driving were the favorite off- 
hand remedies suggested. Pedestrian 
accidents could be reduced if pedes- 
trians were more careful, stopped jay- 
walking, obeyed the laws, and faced 
traffic if walking on the streets or 
roads. Driver accidents could be re- 
duced if drivers were more careful, 
if enforcement were stricter, if driver 
license requirements were increased, 
if drunken driving were eliminated, 
if there was more emphasis upon car 
inspection. The requirement that cars 
be inspected periodically for condition 
of lights, brakes, horn, etc., was term- 
ed a good idea by 97%. 


Driver regulations that most 
thought should be extended nation- 
wide involved definite speed limits, no 
passing on hills or curves, and the 
dimming of lights for other drivers, 
the last having been most heavily en- 
dorsed. Pedestrian regulations rec- 
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ommended by a majority for nation- 
wide adoption were: no crossing di- 
agonally at downtown intersections, 
crossing only with green light, no 
mid-block crossing downtown, and 
walking on the left in rural areas. 


Most surprising was the plurality 
of 32% registered for a speed limit of 
46-50 miles per hour on a good open 
highway, over all other speed limits. 
This limit was favored by every age 
and every type of driver, from all 
four sections of the United States, 
with non-drivers preferring a 31-40 
mile per hour speed limit. In the east- 
ern and in the southern states the 31- 
40 mile per hour limit was the overall 
second choice, while in the midwest- 
ern and in the far western states a 
56-60 mile per hour limit was second 
choice. 


Traffic regulations should be en- 
forced more strictly, and by easily 
recognizable police in well-marked 
cars. 


Apparently 24% of adults, including 
non-drivers in the total, have been 
arrested for traffic violations or given 
traffic tickets. Of these 75% thought 
the action justified, and were more 
careful in the future because of it. In 
recent years 20% of all adults have 
had the benefit of the sarcastic ton- 
gues of traffic police, and while 65% 
thought it deserved, only 36% felt 
that it did them any good. 


“Of all adults in the United States, 
29% have been involved in an auto- 
mobile accident, or have been struck 
by an automobile while walking. 
Leading causes, in the order of their 
importance, were: weather, disregard 
for traffic laws, carelessness of driver, 
equipment in disrepair, speeding, 
drunken driving, and bad engineering 
or narrow roads. In 22% of the 
cases the accidents were considered 
unavoidable. 


The public considers driving after 
drinking the principal cause of acci- 
dents, 54% voting for it. Next come 
driving too fast, drivers who handle 
cars poorly, drivers who disregard 
traffic regulations, and pedestrians 
who disregard traffic regulations. 


What annoying things do other 
drivers do? Failure to use hand sig- 
nals leads the list of exasperations, 
with failure to dim lights when ap- 
proaching second. Other major faults 
are driving in the wrong lane, driving 
in the middle of the road, cutting in, 
weaving in and out of traffic, unneces- 
sary horn-blowing, reckless passing, 
and speeding. 

As the questioning progressed, and 
various methods of controlling traffic 
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accidents were suggested, opinion be- 
came pretty evenly divided between 
enforcement, engineering, and educa- 
tion as the proper approach to the 
problem. Thus 34% favored educa- 
tion of the people, 31% contended 
that people should be made to obey 
the laws, and 30% declared in favor 
of improved highways and crosswalks. 
The rest thought all were equally 
good. 


What the survey seems to add up 
to is this: the American people have 
done more thinking about the traffic 
accident problem than generally had 
been supposed; pedestrians are con- 
sidered a greater factor in the situa- 
tion than the pedestrians had sup- 
posed ; the public considers alcohol to 
be a more important factor in acci- 
dents than the accident statistics tend 
to show; a surprisingly large percent- 
age of the population has been in- 
volved in difficulties with the law over 
traffic matters and admits it was at 
fault; a surprisingly large percentage 
of the population has been involved 
in automobile accidents ; the tendency 
is to think in terms of lower speed 
limits than most drivers think of as 
being practicable for themselves. 


Possibly the most significant find- 
ing is that the public’s first reaction 
is to think of handling the situation 
by stricter enforcement, which is a 
way of saying that the other driver is 
the one who is responsible for traffic 
accidents. Perhaps the established 
safety slogan of “enforcement, en- 
gineering, education” is a good one, 
but it seems that the public has to be 
suggested into admitting it. 


eee 
GROWING INTEREST IN 
HANDICAPPED WORKERS 


NE of the more encouraging 

signs of the times is the ex- 
tent to which public interest finally 
is being aroused in the neglected 
subject of getting a better break 
for the handicapped worker in 
American business and industry. 


long ago observation and exper- 
iment showed that the handicapped 
individual, when properly placed, 
is an able and responsible and con- 
scientious worker, and that placing 
him in the most insignificant and 
lowest paid job in an organization 
was not necessarily proper place- 
ment. During the war the man- 
power shortage and the demand for 


‘production gave the handicapped 


worker an opportunity to prove 
this to many employers, and most 
such employers. would be more 


than glad to admit that the handi- 
capped worker did prove his abil- 
ity. But under normal conditions 
it always has been difficult for the 
handicapped to get a chance to 
show what they can do, and not a 
great deal of public attention has 
been paid to this failure to fit the 
disabled or partially disabled into 
America’s economic pattern. 


It is difficult to put a finger upon 
the date when the problem of the 
handicapped worker began to loom 
large in the public consciousness, 
or upon the factors which have 
gradually brought this about. 


Extensive wartime use of handj- 
capped workers in industry, and 
the return to civilian life of men 
from the armed services who have 
sustained serious injuries of one 
type or another, undoubtedly gave 
a considerable impetus to public 
interest in the problem. The hear- 
ings conducted under the chairman- 
ship of Representative Augustine 
B. Kelley by a subcommittee of the 
Labor Committee of the U. S. 
House of Representatives brought 
out many facts concerning the stat- 
us of aid to the physically handi- 
capped. Veterans’ and other or- 
ganizations have attempted to turn 
the spotlight on the problem. 


Not the smallest contribution in 
this field has been made by casualty 
insurance carriers, which have been 
urging very strongly the employ- 
ment of the handicapped, and have 
developed placement plans under 
which such workers best can be 
utilized. Support of insurance com- 
panies for such a program is re- 
garded as especially helpful, in that 
support serves as an affirmation of 
the contention that handicapped 
workers are safe workers, and dis- 
poses rather effectively of the 
hoary misrepresentation that hir- 
ing of handicapped workers results 
in an automatic increase in work- 
men’s compensation insurance 
rates. 


Newest element in the insurance 
program in this field is the sound 
motion picture “No Help Wanted”, 
which has been produced by the 
American Mutual Alliance for the 
American Legion, and which is ex- 
pected to be widely shown in thea- 
ters throughout the nation shortly. 
Everyone connected with insurance 
who holds the belief that public 
service is a vital part of the busi- 
ness, Should exert every effort to 
promote attendance at theaters 
where this picture is being shown, 
both, by cooperation with local 
American Legion officials- and in 
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such, other ways as are open to 
him. When theatrical showings 
have been completed a longer and 
more detailed version of “No Help 
Wanted”, in a 16 mm. sound mo- 
tion picture, will be made available 
for non-theatrical showings to in- 
terested organizations. Insurance 
men should plan to be active in the 
promotion of this program also. 


Certainly few worthier projects 
have been undertaken by American 
insurance than the effort to give 
the handicapped — veterans and 
non-veterans —an opportunity to 
make the places for themselves in 
business and industry that consti- 
tute the only bases upon which nor- 
mal and useful lives can be built. 


FOOTNOTE ON THE 
“MISSOURI COMPROMISE” 


HE unhappy “Missouri Com- 

promise” of a decade ago, in 
which a trusted representative of the 
stock fire insurance companies laid 
a bribe of $440,000 on the line for 
the purpose of enticing some millions 
in impounded fire insurance premiums 
back into the cceffers of his employers, 
seems reluctant to lie as deeply buried 
as many would wish. 


One recent appearance upon the 
printed page, with which its affinity 
apparently is great, is in the prelimin- 
ary report to the 1946 Legislature of 
New York State Superintendent of 
Insurance Robert E. Dineen. Upon 
the basis of an independent study 
conducted under the auspices of his 
department he presents a brief outline 
of the background of this celebrated 
case and the developments which have 
flowed from it, and draws some ideas 
for changes in state insurance super- 
vision which he believes might be sal- 
utary. 


One of his conclusions is that the 
protracted delay in determining 
whether or not the rate changes made 
by the stock fire insurance companies 
were proper operated to the prejudice 
of the public; but since existing New 
York laws provide for speedy dispo- 
sition of such matters Superintendent 
Dineen expresses himself as not over- 
ly concerned with this point. His 
other principal conclusion is that—on 
the basis of the lessons learned in the 
Missouri case—there must be im- 
provement in the procedure employed 
by the New York Insurance Depart- 
ment in examining companies under 
its jurisdiction, and in the annual 
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statement blank used by insurance 
companies in reporting their financial 
condition to the New York Insurance 
Department. 


The report points out that, during 
the period when the bribery had its 
inception and was brought to public 
notice, the New York Insurance De- 
partment actually examined 64 of the 
companies involved, and during the 
same period accepted the results of 
examinations by the Insurance De- 
partments of other states of 71 other 
companies involved. Yet no diversion 
of the funds used in the bribery was 
uncovered. While confessing that his 
office is in no position to undertake 
the comprehensive auditing procedure 
that would be required to prevent a 
repetition of such a situation, Super- 
intendent Dineen asserts that machin- 
ery already has been set in motion to 
effectuate changes in the existing ex- 
amination procedure. 

He places more hope upon requir- 
ing that certain schedules comparable 
with those now required to be filed 
by life insurance companies be in- 
cluded in the fire insurance reports, 
and expects to inaugurate a series of 
conferences to effect this under the 
powers which he already possesses 
under New York law. It is expected 
that such efforts will be integrated 
with those of the National Associa- 
tion of Insurance Commissioners, in 
the interest of national uniformity. 
The report recommended to the Leg- 
islature that Section 215 of the Insur- 
ance Law be made applicable to all 
insurance companies under the juris- 
diction of the New York Insurance 
Department, instead of to life insur- 
ance carriers only. This would re- 
quire the use of itemized vouchers for 
all payments of $100 or more made 
by an insurance company, correctly 
describing the consideration for the 
payment. 


3efore leaving the subject of the 
“Missouri Compromise” it may be 
worth while to reflect upon the reper- 
cussions which have followed the com- 
plaint of then Attorney General Roy 
McKittrick of Missouri to the United 
States Department of Justice in con- 
nection with that case. The McKit- 
trick complaint generally is given 
credit for sparking the prosecution of 
the South Eastern Underwriters As- 
sociation, which led eventually to the 
overturning of the concept that insur- 
ance is not commerce. Such credit is 
given not only in Superintendent Di- 
neen’s report but in other publications, 
including the article “How Insurance 
Became Commerce,” by former Spe- 
cial Assistant to the Attorney General 
of the United States Frank H. El- 
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more, Jr., which appeared in the July, 
1945, issue of the Journal of Amer- 
ican Insurance. 


Often it is forgotten that the con- 
nection of Attorney General McKit- 
trick with this matter was in quo war- 
ranto action under the laws of Mis- 
souri, which he brought as a state 
official. By that time the stock fire 
insurance officials concerned had un- 
dergone examination on the witness 
stand in the Federal bribery case at 
the hands of a special master of the 
Kansas City United States District 
Court, and had gotten over their early 
nervousness. McKittrick’s aim was 
merely to demonstrate that, in their 
rate-making procedures, the stock fire 
insurance companies were violating 
the Missouri anti-trust laws. 


His investigation was taken rather 
lightly, upon the theory that it was 
largely a political gesture designed to 
permit his sharing the spotlight 
thrown on the sensational Federal 
case. Some of the rating professionals 
whom he examined seemed almost to 
delight in so entangling him in ques- 
tions concerning the maze of bureaus 
and rating organizations that he could 
make neither head nor tail of the ma- 
chinery responsible for setting Mis- 
souri fire insurance rates. When he 
announced that the interstate aspects 
of the situation made impossible the 
development of a case by an official 
of a single state, and that he was com- 
plaining to the United States Depart- 
ment of Justice, his action was re- 
garded in some quarters as the amus- 
ing last resort of a baffled investigator 
who had gotten into waters too deep 
for anyone but the rating experts of 
the insurance organizations. 


Whether Attorney General McKit- 
trick would have become sufficiently 
annoyed to lodge his complaint had 
he been able to elicit more intelligible 
information from the rating experts 
is now a purely academic question. 
Whether the Federal prosecution of 
the South Eastern Underwriters 'As- 
sociation would have been launched 
had there been no McKittrick com- 
plaint is another. 


Perhaps there is a lesson in the 
events surrounding the “Missouri 
Compromise” in addition to those 
which Superintendent Dineen includ- 
ed in his report. Perhaps it is that, 
in a year in which insurance rating 
will be in the public and in the legis- 
lative eye as it never has been before, 
the rating experts should put their 
heads together and come forth with 
an explanation of this mysterious ac- 
tivity which the average individual 
can understand. 
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Problems Old and New Confronting 


Safety Engineers in Reconversion 


Industrial Accident Record Indicates Need for Scrutiny 
of Wartime Practices, Training and Safety Standards 


Cy RANDALL R. HOWARD 


T is becoming evident that Amer- 
ican industry—now in the midst 
of its “reconversion” back from 

the most gigantic program for the 
mass production of war-making 
equipment that the world has ever 
known—is facing new problems in 
the control of industrial accidents. 


One proof of these new safety 
problems in industry comes from ac- 
cident statistics ; even though the most 
recent annual accident summary from 
the National Safety Council, for the 
year 1945, might seem at first glance 
to give American industry a fairly 
good safety pat on the back. 

This report charges American in- 
dustry with a total of 16,000 “occupa- 
tional-civilian” accidental deaths for 
1945; and the seeming optimistic 
feature of the report is that this 16,- 
000 total is listed as “no change”’ from 
1944. However, it should be kept in 
mind that during this 1945 “no- 
change period” there was a reported 
drop of 2 per cent in all-industry em- 
ployment; and also a more emphatic 
decrease of 14 per cent in manutac- 
turing employment — which means 
that for 1945 there was a substantial 
real increase in the accident injury 
rate for most industrial workers. 

This 1945 accident rate increase 1s 
also emphasized by further accident 
increase reports from the seven sec- 
tional accident prevention contests be- 
ing conducted by the National Safety 
Council in different parts of the 
United States. The Council reports 
that during the first. 10 months of 
1945 in these contests, the average 
accident frequency rate increased by 
9 per cent, as compared with a like 
period for the previous year. Also, 
for the same 10-month period, there 
was an increase of 7 per cent in the 
frequency rates of the interplant safe- 
ty contests conducted by the Coun- 
cil. However, it should be added that 
the industrial plants entered in the 
community contests make a consider- 
ably better showing in their accident 
severity rates, reported to be “the 
same” for 1945 as in 1944. 

Still another phase of the industrial 
accident situation in the United States 
developed into spectacular safety im- 





Photo by Acme 


Reconversion from war production does not necessarily cut industrial accidents 


portsrce immediately after V-J Day. 
In fact, this particular part of the na- 
tional industrial accident picture has 
become so important in the total post- 
war accident control program, that 
the safety engineers lately have devel- 
oped an entirely new accident classi- 
fication—calling it . “worker  acci- 
dents.” 

This new classification may be ex- 
plained by saying that the 16,000 ac- 
cidental deaths in the United States 
during 1945 to on-the-job workers 
were supplemented by 28,000 addi- 
tional deaths during the year to off- 
the-job workers. Thus there were, 
during 1945, 44,000 fatal “worker ac- 
cidents,’ which represented an_ in- 
crease of 6 per cent over 1944—even 
though there had been during the year 
a drop of 2 per cent in total industrial 
employment, and a 14 per cent drop 
in manufacturing employment. 


It is further estimated that in this 
total “worker group” there were 4,- 
500,000 disabling injuries during 
1945. as compared with a grand total 
of 10,200,000 injuries to all persons 
—which means that the actual work- 
ers of the nation had more than one- 


half of all injuries reported during 
1945. It further means that the total 
time lost during 1945 because of these 
4,500,000 disabling injuries to work- 
ers, amounted to 450,000,000 man- 
days, equivalent to a full year of idle- 
ness for nearly 1,400,000 workers. 


A large part of the 28,000 accident- 
al deaths during 1945 to off-the-job 
workers in the United States are 
chargeable, of course, to the startling 
upswing of 36 per cent in our nation- 
al automobile deaths during the four 
months of the year which followed 
V-J Day. It must have been this phase 
of the national accident situation es- 
pecially, which caused the National 
Safety Council to say that “the acci- 
dent problem in America threatens 
to become a national emergency.” 


“There are industrial safety men,” 
it added at another time, “who believe 
that their responsibility stops at the 
plant gate. There are managements 
which restrict the activities of their 
safety personnel to the ‘company’ side 
of that gate. This narrow idea of in- 
dustry’s concern for safety is derived 
from the legal concepts of financial 
responsibility for accidents. 
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“But compensation is a small part 
of the cost of accidents. Industry suf- 
fers heavy financial loss whenever an 
accident occurs to one of its employ- 
ees. The costs of procuring and train- 
ing replacements, of lowered produc- 
tivity and deteriorated quality while 
a new man is being brought to peak 
efficiency, of the complications cre- 
ated by the sudden withdrawal of men 
from the productive team, all are costs 
which the employer pays, whether or 
not he bears any legal responsibility 
for an accident to an employee.” 


Considering this “national emer- 
gency” accident situation among in- 
dustrial workers, what is management 
doing to control the causes? Stated 
another way, what are some of the 
new postwar accident-control trends 
which seem to be developing within 
industry ? 


Some of the most evident of these 
trends can be summarized briefly as 
follows: 

1. Increasing attention to accident 
control factors during plant reconver- 
sion changes. 

2. More interest in the protective 
value of new safety standards—as be- 
ing developed by the American Stand- 
ards Association and the American 
Society of Safety Engineers. 

3. Application of new methods, in- 
cluding attention to safety factors, in 
selection and training of supervisors 
and workers. : 

4. Use of new safety educational 
and safety supervisional techniques. 

5. Expansion in activities and num- 
bers of professional safety engineers. 

6. Changing management attitude 
toward what is “operating safety”. 


A plant reconversion program na- 
turally will bring to the attention of 
management many accident-control 
and health-control factors which may 
have been much neglected during the 
more stressful war-production period. 
Also in some states the health-control 
factors are being emphasized by new 
or more rigidly enforced industrial 
codes. The necessity of such attention 
also has often been emphasized by 
the new health hazards from the ne- 
cessity of handling new substitute 
metals and chemicals. 


During the war years many plants 
were obliged to install entirely new 
machines and to retool almost entire- 
ly. Many of these older machines, 
thus pressed into use, were not well 
equipped or even not equipped at all 
with safety protective features, and 
the needed safety accessories either 
were added in patched-up fashion or 
entirely neglected. 
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Many plant managers found them- 
selves under such pressure for speedy 
volume production that they simply 
did not give normal attention to safe- 
ty. Other managers, even though hav- 
ing good intentions, could not get the 
needed materials or spare the needed 
labor to carry on desired plant im- 
provements directly or indirectly re- 
lated to safety. 

Thus, in many plants, the present 
reconversion period is offering the 
best opportunity that has come with- 
in several years to give special atten- 
tion to well recognized accident-con- 
trol revisions, and such revisions will 
be mingled with their plant reconver- 
sion plans. 


Safety engineers are urging that 
one of the first essentials shou!d be 
attention to all walkway surfaces, in- 
cluding floors, stairways, and ramps, 
since “falls” continue to be the one 
leading cause of industrial accidents. 
They also urge special attention to 
the plant illumination system, remind- 
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ing that good vision is closely related 
to safety, since it has been stated that 
85 per cent of all learning comes 
through the visual senses, and that 
70 to 80 per cent of all motion is di- 
rectly controlled by the eyes. Of 
course, in many of the plants inten- 
sively used for war production, there 
have been developed near-model light- 
ing systems, to aid in the speeding of 
production ; and it has been asserted 
by illumination engineers that the 
present-day application of lighting in 
industry has been placed “ten years 
ahead” because of the war. 

Closely related to good lighting is 
another prominent plant development 
during the war period, mostly referred 
to as “contrast” or “‘protective” paint- 
ing. When such use of color is prop- 
erly worked out, there are practical 
illumination benefits which may much 
reduce the lighting bill and which 
promote safety by making more vis- 
ible the danger spots in floor spaces, 
passageways, and also on machines in 
operation. 





More industrial employees are injured outside working hours than on the job 
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Safety engineers also are urging 
that special reconversion attention be 
given to all kinds of materials-han- 
dling devices, since this is the one 
agency through which come many in- 
dustrial accidents. Materials-handling 
methods may have become unsafe be- 
cause of worn-out equipment; or be- 
cause of over-expanded facilities, 
crowded aisles, or general habits of 
neglect in housekeeping methods and 
work habits. The safety engineers 
also remind that management often 
does not realize that many of the old 
machines dragged out for emergency 
use during the war period never have 
been equipped with the protective de- 
vices with which the later models 
automatically would have been equip- 
ped. For this reason alone many 
thousands of industrial machines 
pressed into war use were not guarded 
at all, in the modern sense, or were 
guarded only with make-shift safety 
devices. 


Safety engineers add a _ further 
warning against bringing into any 
plant during the present reconversion 
days any old-style or salvage-sale type 
of protective devices for machines, 
or protective equipment for workers. 
“Beware of cheap imitations,” they 
urge, “in safety devices either for ma- 
chines or workers—know what is the 
best and then get it.” 


UT how may an average plant 

manager or safety engineer know 
exactly “what is the best” in protec- 
tive safety devices for operating ma- 
chines and active workers? 


Any attempt to answer this ques- 
tion brings into focus one of the most 
unique and important among all war- 
time and reconversion trends toward 
safety—the trend toward the develop- 
ment and use of “safety standards.” 


The real start of this trend was 
through a wartime need—but the ini- 
tial need was back in the years of 


World War I. 


As the result of pressing production 
problems during that period, and the 
need to reduce wastes in critical ma- 
terials and labor, the American Stand- 
ards Association was organized ; and 
ever since that day the ASA has had 
increasing activities of increasing im- 
portance to American industry, and 
especially safety features. Today the 
ASA has become a world-famous fed- 
eration of 86 different national tech- 
nical, trade, and governmental organ- 
izations charged with the self-as- 
sumed task of promoting the develop- 
ment and use of practical manufactur- 
ing and work standards; and to serve 
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as a national clearing house for stand- 
ards. During the 25-year period since 
World War I, the ASA has developed 
and approved about 700 different na- 
tional standards. 


In each case, the written text of a 
particular standard represents a gen- 
eral agreement arrived at through 
personal conferences and the ex- 
change and revision of a progressive 
series of written texts which may 
have extended through many years. 
This text is subject to further cor- 
rective revisions whenever demanded 
by change in conditions under which a 
“standard” is being or may be used. 
A new standard, when finally ap- 
proved and published, represents a 
practical compromise agreement be- 
tween the various agencies concerned 
with the standard, including the mak- 
er, the seller, and the user groups. 
That is, the manufacturers, the con- 
sumers, the technical, and the govern- 
mental agencies most concerned with 
this particular standard, all have had 
an equal voice, through their own 
chosen representatives, in its develop- 
ment. Throughout the country at any 
one time, many hundreds of groups 
are taking active part in the making 
of new standards or the revision of 
old ones. 


The 700 standards which have re- 
sulted, though wholly “unofficial” in 
any strict sense, are much _ used 
throughout industry, and also by 
municipal, state, and federal govern- 
ments. Hence these standards become 
the basis of state and municipal codes 
and specific laws, legal decisions, and 
many varieties of operating practices. 


Preceding and during World War 
II there was a special emergency call 
for new standards, in behalf of speed- 
ing up and correlating the production 
jobs required from ‘industry and by 
the government. These were required 
in part to conserve strategic war ma- 
terials, through such means, for ex- 
ample, as fixing standards for making 
bolts. Because of the pressure of this 
need, the ASA adopted an emergency 
program for the making of what they 
called “American War Standards.” A 
few were made as early as 1941, but 
most of them came in 1944 and 1945; 
and all of them were printed in a 
special color and format to indicate 
their “emergency” nature and as a 
reminder that they were subject to 
more leisurely review at the end of 
the war. 


Every well informed safety engin- 
eer, of course, keeps in close touch 
with the activities of the American 
Standards Association, especially be- 
cause some of the most important 
activities of his own national profes- 


sional organization—the American 
Society of Safety Engineers — are 
closely related. The ASSE, which 
officially represents more than 5,000 
safety engineering members in the 
United States and some foreign coun- 
tries, is one of the 86 national-group 
members of the ASA; and one of the 
most important ASSE activities is 
to “sponsor” and then follow through 
any new standards, or revision of old 
standards, that the ASSE member- 
ship should decide are needed for ac- 
cident-prevention in the field of in- 
dustrial safety engineering. 


The importance of the “American 
Safety Standards” thus already devel- 
oped, is emphatically proved by the 
proportionate catalogue space which 
the ASA gives to these standards. 
Among the total of more than 700 
ASA approved standards there are 
about 130 American Safety Stand- 
ards, which classification also includes 
about 40 of the about 130 “American 
War Standards.” 


Most of the 40 “American Safety 
Standards” which are included among 
the 130 emergency “American War 
Standards,” relate to two general 
safety group subjects — “protective 
occupational clothing” and the closely 
related group of “protective occupa- 
tional footwear.” The others relate 
to “allowable concentrations” of air 
particles from chemical mixtures 
brought into prominence through new 
wartime usages, from the viewpoint 
of advisable industrial health prac- 
tices. In addition, the ASSE now is 
sponsor for a number of additional 
“American Safety Standards” now in 
process of development or revision. 


LOSELY related to the two pre- 
viously discussed accident-con- 

trol “trends” in industry — namely, 
putting safety into plant reconversion 
programs and the making of protec- 
tive safety standards—is the notice- 
able new safety interest in problems 
of selection and training of personnel. 
Here again, practices developed dur- 
ing the recent war undoubtedly will 
have considerable molding influence. 
There are two special angles to these 
former war practices. First, a large 
percentage of all supervisory person- 
nel in plants which have been engaged 
in war production received some type 
of special job or managerial training, 
usually under government supervision 
and either wholly or in part at govern- 
ment expense. How well these train- 
ing efforts succeeded, coupled with 
other factors, is indicated by the fact 
that there was built up in the United 
States a highly organized effort which 
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resulted in a production volume and 
efficiency not previously equalled in 
world history. 


Further, it should be remembered 
that a very large percentage of all 
managerial and worker personnel will 
be working at entirely different or 
somewhat different jobs when Amer- 
ican postwar production again gets 
into high gear. A considerable per- 
centage of the entirely new personnel 
to be added to postwar American in- 
dustry will be World War veterans, 
recently subjected to a high degree of 
specialized U. S. Army training. This 
Army training also will, of course, 
include considerable general or more 
specialized intensive training in var- 
ious phases of operating safety. 


One often hears the opinion that 
American industry, as a part of its re- 
conversion program in the training of 
personnel, will be obliged to give spe- 
cial attention to a continuation, in 
some practical form, of the training 
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methods to which most of their per- 
sonnel have been previously condi- 
tioned, either in the Government- 
sponsored JIT (job instruction train- 
ing) courses during the first war 
years, or in the Army training schools 
either at the officer or enlisted level. 


These expressed opinions are based 
on the evidently beneficial results 
which come to American industry 
from the several practical, time-sav- 
ing features of such training, then 
comparatively new in industry. These 
include the new hurry-up training re- 
sults made possible by the three re- 
lated training courses in Job Instruc- 
tion, Job Relation, and Job Methods. 
Thus, personnel were quickly and effi- 
ciently trained in limited specialized 
fields for precise jobs—which was all 
very good as long as these precise 
jobs continued. But today, because 
of necessary reconversion shifting, 
most of such workers must be shifted 
to new jobs for which they are un- 
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trained. To quickly attain the same 
relative efficiencies, they either must 
be retrained by the same hurry-up 
methods or given a broader type of 
new training which will take much 
more time. And this time the required 
training must be at company expense. 


In total the recent war period rep- 
resented the greatest “field day,” in- 
cluding the vast Army training pro- 
gram, ever experienced in this coun- 
try in the trying out and the gradual 
building up of a vast volume of tech- 
nical experience in the personnel field. 
It is certain that some parts of this 
field of experience can be applied to 
industry, and that industry undoubt- 
edly will be greatly interested in the 
application of such experience, when 
comes the time that such methods 
would seem to promise practical re- 
sults. 


The mass individual rating methods 
practiced in the Army undoubtedly 
will have some later applications in 
selection and placement of personnel 
in industry, and also in investigation 
and control of accidents, since the 
fact still remains that 80 per cent or 
more of all accidents in industry in- 
volve some element of human behav- 
ior. It is still an open question as to 
what degree workers can be classified 
as accident-prone, and what may be 
the best tests. 


However it is becoming an increas- 
ing practice to include in an accident 
investigation some attempt to make a 
so-called “psychological analysis” of 
the accident situation, to include the 
one or more persons chiefly concerned 
with the accident. This has brought 
into the safety picture what has been 
called the “psychotechnologist.” He 
would say that the expresion “acci- 
dent-prone” is descriptive only of an 
individual, and he would attempt to 
learn from an accident the more gen- 
eral psychological background which 
may have involved a number of per- 
sons, often factors far removed from 
the accident scene. 


Army educational practices also 
will undoubtedly have an influence in 
developing new plant techniques in 
mass safety instruction. This will 
mean much more attention given to 
visual education—the greater use of 
properly placed and regularly changed 
posters, and the use of more motion 
pictures and sound slide films. Film 
instruction methods used during the 
early war period JIT courses for 
training plant personnel have condi- 
tioned such personnel to expect the 
continuation of such educational aids. 
Like films also have been much used 
in safety instruction in the Army, and 
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in such large war agencies as the Air 
Technical Service Command—where 


thousands of women, younger work- 
ers, and handicapped persons entire- 
ly inexperienced in industry were 
given “orientation courses” in opera- 
tion and safety practices. 


HE increasing national interest in 

safety engineering, as an estab- 
lished profession, is indicated by the 
fact that “safety engineering” is now 
being taught in some degree in seven 
or more different colleges and pro 
fessional schools; and another evi 
dence is the report that the American 
Society of Safety Engineers, as the 
[Engineering Section of the National 
Safety Council, has more than 5,000 
members in 22 local chapters in differ- 
ent parts of the United States. 


No colleges are yet offering a full 
four-year course leading to a degree 
in industrial safety engineering. How- 
ever, there are four leading colleges 
in different sections of the United 
States—lIllinois Institute of Technol- 
ogy; Georgia School of Technology ; 
New York University College of [n- 
gineering; and University of Calli- 
fornia—to which the National Safety 
Council has made grants and which 
are planning graduate programs lead- 
ing to a master’s degree in industrial 
safety. Other schools are New Haven 
YMCA Senior College, Massachu- 
setts University Extension School, 
and New York University, Division 
of General Education. Some of the 
schools are now offering courses in 
their engineering schools; others, as 
stated, will give degree courses; and 
some schools either are offering or 
considering industrial safety exten- 
sion courses. 


As a summary of their guiding 
philosophy, the ASSE states that “the 
objectives of safety engineering are 
to promote the arts and sciences con- 
nected with engineering in its relation 
to accident prevention and the conser- 
vation of life and property, and to en- 
courage the development of safety en- 
gineering as a profession.” 


They further state that “the safety 
engineering profession is based upon: 
(a) An attitude of mind involving an 
altruistic motive; (b) special skill on 
a high intellectual plane; (c) a spe- 
cial order in society; (d) a confiden- 
tial relationship as between a client 
and an agent.” 


It is also stated that “the minimum 
personal requirements” to be a safety 
engineer should include : “education— 
elementary and high school or its 
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equivalent. E-xperience—five years of 
engineering work. Duties — inspect 
and check equipment and_ structural 
layout; design safeguards and devel- 
op procedures for improvement of un- 
desirable conditions; instruct in safe 
performance ; prepare and organize a 
complete safety program covering en- 
gineering revision, management par- 
ticipation and employee education.” 


During the last few years there 
has been considerable evidence of 
changing attitude by management to- 
ward what is “operating safety.” It 
was recently reported by a govern- 
ment regional safety consultant that 
one of the outstanding developments 
which he had noticed during the war 
was “the manner in which labor and 
management have ce operated to pro- 
mote safety.” He explained that pre- 
vious to the war period, labor too 
often “was inclined to attribute acci- 
dents to unsafe conditions in the plant 
while management felt that the fail- 
ure of employees to comply with safe- 
ty rules was the principal trouble. 
Both were partly right,’ he com- 
mented, “but that did not solve the 
problem.” 


Such a program usually included the 
organization of plant labor-manage- 
ment production committees, with a 
sub-committee for safety. Often the 
weekly or semi-monthly paper pub- 
lished by a union would carry safety 
messages, in contrast to the previous 
practice of giving little editorial at- 
tention to safety. 


The government safety consultant 
also commended the supervisory 
training courses put on early during 
the war by the War Manpower Com- 
mission, as having been undoubtedly 
“very helpful in preventing acci- 
dents.” Still another commended 
safety educational feature was a “safe- 
ty-production conference” program, 
conducted under an informal proce- 
dure plan with the use of a black- 
board divided into three vertical col- 
umns. In the first column would be 
written by the conference instructor 
some reasonable safety objective such 
as “to reduce eye injuries in the de- 
partment by 50 per cent.”” In the sec- 
ond opposite column would be writ- 
ten in, as developed by the conference, 
the various obstacles which must be 
overcome; and in the third column 
would be recorded, as developed, the 
various agreed-upon solutions to these 
objections. 


Another interesting development in 
managerial attitude toward safety has 
been reported by Paul Windsor, safe- 
ty director of R. G. Letourneau, Inc. 
More than a year ago he started a 


project to find out the cash cost of 
accidents to the employees of his 
company, and his initial summary in- 
cluded a study of 820 accident cases. 
Although his estimates did not include 
such items as the “turnover” cost of 
hiring and training new workers to 
replace those injured, or labor losses 
from those who returned but were un- 
able to do the full work for which 
hired, the reported costs of the dif- 
ferent types of accidents studied were 
quite surprising. For instance, the 
original cost of little hand or finger 
cuts not worth a doctor’s care, ran 
up to an average of $2.35; and when 
a doctor’s care was required, the aver- 
age was $17.83. The cost of a foreign 
object in the eye of a worker, when 
removed by the nurse, was $1.60; and 
when requiring a doctor’s attention 
the average was $16.29. Three groups 
of costs were considered—medical ex- 
pense, compensation, and “other.” 


This study has so interested the 
National Safety Council that it has 
started a study project, to determine 
what elements should be considered in 
computing accident costs. 


Still another interesting and pos- 
sibly significant happening in this 
general safety field, recently reported 
in the newspapers, states that three 
employees in the shops of a large air- 
plane manufacturing company of an 
eastern state, who had refused to use 
goggles provided by the management 
for their safety, were taken to court 
and fined by the local town justice 
for violation’of the state labor law. 
The three employees, two men and 
one woman, had been brought into 
court on the complaint of the local 
supervising inspector of the Division 
of Industrial Safety, State Depart- 
ment of Labor, for that district. It 
is reported that the justice lectured 
the three violators on their responsi- 
bilities for their own protection, un- 
der the provisions of the labor law, 
and gave them nominal fines, but 
warned them that a second offense 
would bring more harsh treatment. 


To sum up this rather sketchy sur- 
vey of current developments in the 
field of industrial safety there may 
be ventured the philosophical obser- 
vation that the work of the safety 
engineer, be he employed by industry 
or insurance carrier, is never done. 
No sooner did he work out a set of 
expedients to cope with wartime con- 
ditions than a new and no less dis- 
turbing set of problems was thrust 
upon him. The sole consolation 
vouchsafed him is that there seems 
promise of improvement in recog- 
nition of the importance of his func 
tion. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering period from MARCH 1, 1946 through MARCH 31, 1945 





88, APRIL MEETINGS SCHEDULED. Among the meetings of 
general insurance interest scheduled for April are 
the following: Conference on Industrial Hygiene, 
Chicago, Apr. 8; Arson Investigation and Detection 
School, Purdue University, Lafayette, Ind., Apr. 
8-10; Greater New York Safety Conference and Expo- 
sition, New York City, Apr. 9-12; National Associ- 
ation of Insurance Commissioners, Zone 2, Charles- 
ton, W. Va., Apr. 19-20; Mutual Fire Insurance °'1 

gineers Conference, Chicago, Apr. 25-27; National 
Association of Insurance Commissioners, Committe 
on Blanks, New York City, Apr. 27-30; Chamber of 
Commerce of United States, Atlantic City, N. J.. 
Apr. 30-May 2; American Association of Insurance 
General Agents, Atlanta, Ga., Apr. 30-May 2. 





89, HALL HEADS TRAFFIC COMMITTEE. W. Earl Hall, 
managing editor of the Mason City, Iowa, Globe- 
Gazette and nationally known safety authority, has 
been elected chairman of the National Committee for 
Traffic Safety. Other officers chosen are: vice- 
chairman Julien H. Harvey, managing director Na- 
tional Conservation Bureau; permanent secretary 
Paul H. Blaisdell, National Safety Council; chair- 
man of the program advancement committee Donald 
Slutz, managing director Traffic Safety Association 
of Detroit; and chairman of the technical committee 
Harry Neal, chief engineer of the traffic and trans- 
portation division of the Ohio Department of High- 
ways. 





90, PERSONAL LIABILITY REVISIONS. The American Mu- 
tual Alliance, the Mutual Casualty Insurance Rat- 
ing Bureau, and the National Bureau of Casualty & 
Surety Underwriters have announced, effective March 
18, an extensive revision of the standard provis- 
ions for the comprehensive personal liability pol- 
icy, and the adoption of fifteen new and revised 
standard endorsements. A similar revision of the 
liability manual rules was made. Other changes an- 
nounced affected the owners, landlords and ten- 
ants, and the elevator liability manuals. Specific 
classifications and rates were introduced in the 
contractual liability manual for various types of 
agreements and amendments in existing classifica- 
tions and rates. 





\ 


91, MISSOURI FOOD LOCKERS. Operators of cold stor- 
age food plants must furnish insurance to indemni- 
fy users of such lockers against loss under a Mis- 
souri law recently approved. The operator is auth- 
orized to collect premiums for the insurance from 
the users of his lockers. 


92, SASKATCHEWAN AUTO FUND. All Saskatchewan motor- 
ists and pedestrians are covered against personal 
injury to a maximum of $5,000 under the compulsory 
automobile accident legislation which now has be- 
come law in that province. The insurance fund set 
up will operate through a government insurance 
office, with money for the payment of claims conm- 
ing from an extra $5 charged motorists for automo- 
bile licenses, and an extra $1 charged for driver 
licenses. 





93. SAWYER RESUMES LAW PRACTICE. E. W. Sawyer, who 
recently resigned as attorney for the National 
Bureau of Casualty & Surety Underwriters, has re- 
sumed the practice of law as an associate in the 
firm of Watters, Cowen & Baldridge, with offices at 
116 John street, New York City. 





94, SAFETY CONFERENCE. Chairmen of eight committees 
to report to the highway safety conference to be 
held at Washington May 8-10 have been named by 
President Truman. They are: Owen J. Roberts, for- 
mer U. S. Supreme Court justice, committee on laws 
and ordinances; Dr. George D. Stoddard, commission- 
er of education of New York state and president- 





elect of tie University of Illinois, committee on 
education; Dr. George Gallup, director of the Amer- 
ican Institute of Public Opinion, committee on ac- 
cident records; William J. Scripps, Detroit News, 
committee on public information; Paul G. Hoffman, 
president Studebaker Corporation, committee on or- 
ganized public support; Roy A. Roberts, Kansas City 
Star, committee on motor vehicle registration; Ar- 
thur T. Vanderbilt, chairman of the National Com- 
mittee on Traffic Law Enforcement and former presi- 
dent American Bar Association, committee on en- 
forcement; Gibb Gilchrist, president Texas A. & M. 
College, committee on engineering. 


95. SPRINGFIELD CHANGES. Walter B. Cruttenden was 
elected board chairman of the Springfield Fire & 
Marine Insurance company, the New England Fire In- 
surance company, and the New England Casualty In- 
surance company at the annual meetings held March 
12. William A. Hebert succeeded him as president 
of the three carriers. 

{ 


96. A. M. A. INSURANCE CONFERENCE. Attendance was 
unusually heavy at the first general insurance con- 
ference held by the American Management Association 
since 1941, which met March 11-13 in New York City. 
Principal speakers at the Conference were: John 
Stilwell, New York City, vice-president Consoli- 
dated Edison company; Henry C. Klein, New York City, 
secretary New York Underwriters Insurance company: 
Adolph Held, New York City, International Ladies' 
Garment Workers Union; Eugene F. Gallagher, De- 
troit, Planet Insurance company; Kenneth R. Thomp- 
son, New York City, attorney; Curtis B. P. Carvalho, 
New York City, vice-president American Internation- 
al Underwriters Corporation; New York Superintend- 
ent of Insurance Robert E. Dineen; and Edward C. 
Stone, Boston, U. S. general manager The Employers' 
Liability Assurance Corporation, Ltd. 








97, MYLOD HEADS PACIFIC FIRE. John L. Mylod who has 
been senior assistant United States manager of the 
North British & Mercantile Insurance company, Ltd., 
and vice-president of its associated companies, has 
presented his resignation effective March 31, 1946. 
He will become president of the Pacific National 
Fire Insurance company, San Francisco, Cal. 


98, INSURANCE EDUCATION SURVEY. The Wharton School 
of Finance and Commerce of the University of Penn- 
sylvania will conduct for the Insurance Institute 
of America a national survey of all forms of insur- 
ance education other than that which is being furn- 
ished by colleges and universities. The survey, 
which is expected to be completed by June 30, 1946, 
will be directed by Richard D. Kip. 


99, HEMISPHERIC INSURANCE CONFERENCE. The broad ob- 
jectives of the Hemispheric Insurance Conference, 
to be held in New York City May 14-17 under the aus- 
pices of the Chamber of Commerce of the United 
States and the Inter-American Council of Commerce 
and Production, have been announced as follows by 
John A. Diemand, president Insurance Co. of North 
America, chairman of the committee on arrangements; 
appraisal of the importance of insurance in domes- 
tic and inter-American trade, and its part as an 
economic factor in raising the standard of living 
throughout the hemisphere; the record and opportun- 
ities of insurance under the free enterprise sys- 
tem; interchange of ideas and information on the 
regulation of insurance business in each country of 
the hemisphere by internal self-regulation, and by 
government regulation; keeping insurance abreast 
of changing needs of insurance buyers, such as cov- 
erage, loss prevention and loss adjustment; in- 
creased interchange of reinsurance between the com- 
panies throughout the hemisphere; exchange of ideas 
in insurance and business development methods in 
each country. 
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100, ACTUARIES COMMITTEE NAMED. North Carolina 
Commissioner of Insurance William P. Hodges, as 
chairman of the Workmen's Compensation committee 
of the National Association of Insurance Commis- 
sioners, has named an Actuaries committee to advise 
with the Workmen's Compensation committee. Members 
of state insurance departments named were J. F. 
Collins, New York, George Elliott, Pennsylvania, 
and Vestal Lammen, Texas. 


101, ALL-INDUSTRY COMMITTEE. The setting up of a 
new six-member Committee on Integration and Coor- 
dination was a principal development of the meet- 
ings March 11-14 at French Lick Springs, Ind., in 
which Insurance Commissioners from a number of 
states and the Insurance All-Industry committee 
came together. The new committee was created by 
adding a representative of life insurance to the 
Insurance All-Industry committee's Conference Com- 
mittee, which had as its five members the American 
Mutual Alliance, Association of Casualty & Surety 
Executives, National Association of Independent In- 
surers, National Association of Insurance Brokers, 
and National Board of Fire Underwriters. Interim 
reports from sub-committees considering the Robin- 
son-Patman Act and the Federal Trade Commission Act 
were received by the Insurance All-Industry conm- 
mittee, and were referred to the new Committee on 
Integration and Coordination. Discussions also 
were had of refinements in the fire insurance and 
casualty insurance rating bills. Joint meetings 
also were held between the Insurance All-Industry 
committee and the Committee on Rates and Rating Or- 
ganizations of the National Association of Insur- 
ance Commissioners. Among Insurance Commissioners 
present were: W. Ellery Allyn, Connecticut; N. P. 
Parkinson, Illinois; John D. Pearson, Indiana; 
Charles F. J. Harrington, Massachusetts; David A. 
Forbes, Michigan; Newell R. Johnson, Minnesota; 
Robert E. Dineen, New York; Walter Dressel, Ohio; 
Seth B. Thompson, Oregon; and James M. McCormack, 
Tennessee. 





102, TEXAS INDUSTRIAL BOARD. L. H. Flewellen, Ran- 
ger, succeeded Paul K. Carmichael, Dallas, as enm- 
ployer-member of the Texas Industrial Accident 
Board which handles workmen's compensation insur- 
ance claims, effective March 15. 


103. AUTO INSURANCE RATES. Higher rates for auto- 
mobile collision insurance were put into effect 
March 18 in 33 states, the District of Columbia, 
Alaska and Hawaii by members of the National Auto- 
mobile Underwriters Association. The new rates 
were some 30% higher for physical’ damage coverage 
on private passenger automobiles, and those for 
commercial cars some 10% higher. A few minor 
changes were made in fire and theft rates. In some 
states rate changes will come later. Unsatisfactory 
experience was responsible for the changes. 


104, FEBRUARY FIRE LOSSES. Fire losses in the 
United States in February, 1946, were estimated at 
$51,759,000 by the National Board of Fire Under- 
writers. This represents an increase of 4% over 
the $49,808,000 registered in January, 1946, and 
an increase of 25% over the $41,457,000 loss esti- 
mate for February, 1945. 





105, COMMERCIAL AUTO RATES. Revised commercial car 
bodily injury and property damage liability rates 
were announced, effective March 1l, for 31 states 
and the District of Columbia by the National Bureau 
of Casualty & Surety Underwriters and the Mutual 
Casualty Insurance Rating Bureau. Rate increases 
in eleven additional states were announced ef- 
fective March 18. The new rates ranged from 15% to 
25% over the previous levels. 





106. BIRMINGHAM INSURANCE. The Birmingham Associa- 
tion of Insurance Agents has completed the placing 
of more than $7,000,000 of fire and extended cover- 
age insurance on city properties. Each stock in- 
surance company having an agent in Birmingham re- 
ceived a portion of the insurance direct, and all 
agents representing them received a share in the 
commission. 
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107, NEW MUTUAL CARRIERS. The Oklahoma Insurance 
Board has approved the articles of incorporation 
and by-laws of the Mutual Indemnity Insurance com- 
pany of Ardmore, Okla., and the Oklahoma Farm Bureau 
Mutual Insurance company of Oklahoma City, Okla. 


108, REINSURANCE CORPORATION CHANGES. K. E. Prick- 
ett has been elected chairman of the board of the 
Reinsurance Corporation of New York, and Robert G. 
Clarke has been named president to succeed him. 


109, CULLEN DIES. Thomas J. Cullen, First Deputy 
Superintendent of the New York Insurance Depart- 
ment, died March 20 at his home in Albany after a 
long illness. He was born Jan. 1, 1901, in Troy, 
N. Y., and after his admission to the bar served 
nearly twenty years in the department. He served 
as Acting Superintendent of Insurance from Feb. l, 
1943, until the appointment of present Superintend- 
ent of Insurance Robert E. Dineen Sept. 23, 1943. 


110, A. & H. LOSS RATIOS. Health and accident com- 
panies operating in Illinois, Indiana, Iowa, Michi- 
gan, Minnesota, North Dakota and South Dakota are 
to be required to furnish their home state Insur- 
ance Commissioners with comprehensive data break- 
ing down loss ratios according to each type of con- 
tract being issued, it has been announced by Michi- 
gan Insurance Commissioner David A. Forbes, Zone 
4 chairman. The move is intended to bring to light 
abnormally low loss ratios in certain lines, with 
a view of permitting rate adjustments in fairness 
to the public. The resolution calling for this 
action was approved at a recent meeting of Zone 4 
Commissioners at Pierre, S. D. 





111, D.C. RATE REDUCTIONS. The rate reductions for 
fire and lightning insurance in the District of 
Columbia ordered for Apr. 1 will not become effec- 
tive until the U. S. District Court has ruled on 
the validity of Superintendent of Insurance Jor- 
dan's rate reduction order. Mctions court granted 
the stay March 21. 





112, PROTECTION COMMITTEE DISSOLVED. The final 
meeting of the Insurance Committee for the Protec- 
tion of Industrial Plants was held formally on 
March 19 in New York City. "The enterprise which. 
we are ending today is the first completely success- 
ful cooperation among every element of the fire, 
casualty, surety and boiler insurance companies, 
both stock, mutual, and reciprocal," stated chair- 
man Harold V. Smith, Home Insurance company. "Let- 
ters from the President and high government offi- 
cials make it clear that the improvement that the 
insurance business was instrumental in effecting in 
the fire and accident prevention methods in our war 
plants, and in places where stock piles were main- 
tained, had a great deal to do with preserving lives 
and property against destruction during a period 
and under conditions which were expected to in- 
crease rather than reduce accidents and fires." 


113. MISSOURI RATE CASE. The quo warranto action 
against a number of stock fire insurance companies 
initiated some years ago by Attorney General Roy 
McKittrick has been taken under advisement by the 
Missouri Supreme Court, after it had recently heard 
final arguments in the case. The court is asked to 
impose a fine upon the companies and to prevent 
their doing business in Missouri until their rating 
methods have been changed. 


114, MUTUAL LOSS MANAGERS. Subrogation, suspicious 
fires, accounting in loss adjustment, and underin- 
surance were principal subjects discussed at the 
tenth annual Mutual Loss Managers Conference held 
in Chicago March 20-22. Among the speakers were 
John A. Arnold, Chicago, executive vice-president 
National Retailers Mutual Insurance company; M. S. 
Landis, Van Wert, Ohio, general counsel Central 
Manufacturers Mutual Insurance company; M. H. 
Stans, Chicago, Alexander Grant & Co.; R. C. Stein- 
metz, Chicago, chief special investigator, Mill 





Mutuals; J. C. O'Connor, Chicago, of the National 
Underwriter; Howard Heath, Chicago, vice-president 
Northwestern Mutual Fire Association; William Cash- 
man, Des Moines, Iowa, secretary United Adjustment 
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& Inspection company; and Gordon Davis, Chicago, 
manager Loss Research Division of the Federation of 
Mutual Fire Insurance Companies. 


115, HARWOOD HEADS MARINE GROUPS. At recent meet- 
ings of the organizations W. B. Harwood was elected 
to the following posts: manager and board chairman 
American Marine Hull Insurance Syndicate; board 
chairman American Marine Insurance Syndicate for 
Insurance of Builders Risks; president United 
States Salvage Association, Inc. 





116. NAVY HONORS NFPA. In recognition of exception- 
al accomplishment in behalf of the United States 
Navy and meritorious contribution to the national 
war effort, the U. S. Navy certificate of achieve- 
ment has been awarded to the National Fire Protec- 
tion Association, Boston, Mass. The presentation 
was made to general manager Percy Bugbee March 19 
at Washington by assistant secretary of the Navy 
for air John L. Sullivan. 





117. KANSAS HAIL REPORTS. Kansas Insurance Commis- 
sioner Charles F. Hobbs has issued the following 
order to all insurers writing hail coverage on grow- 
ing crops in that state: "In the writing of hail in- 
surance coverage on growing crops you are hereby 
directed to furnish the department the amount of 
premiums received in each county on the different 
crops insured and the amount of losses paid in each 
county on the different crops insured, together 
with the amount of liability on each of the differ- 
ent crops insured. This information must be furn- 
ished to the Insurance Department not later than 
Dec. 1, 1946, and each year annually thereafter." 


118, 1945 CANADIAN FIRE INSURANCE. Highlights of 
the report on fire insurance in Canada in 1945, 
issued by G. D. Finlayson, Dominion Superintendent 
of Insurance, were: Fire insurance premiums writ- 
ten, after deduction of registered or licensed re- 
insurance, were $59,782,883, an increase of 5.81% 
over 1944. Writings of Canadian companies increas- 
ed 2.57% to $15,125,905; those of British carriers 
increased 6.28% to $20,492,921; those of foreign 
companies increased 7.55% to $24,164,057. Losses 
incurred, less registered.or licensed reinsurance, 
were $31,298,814 as against $29,707,541 in 1944. 
Average ratio of losses incurred to premiums writ- 
ten was 52.35% against 52.58% for 1944. Canadian 
company ratio was 46.13%, British company ratio 
54.14%, and foreign company ratio 54.74%. Loss 
ratios by provinces for 1945, with 1944 ratios in 
parentheses, were: Alberta 47.88 (51.73); British 
Columbia 46.28 (36.35); Manitoba 40.77 (35.20); 
New Brunswick 49.05 (57.81); Nova Scotia 39.39 
(65.68); Ontario 53.87 (51.73); Prince Edward Is- 
land 37.34 (29.17); Quebec 64.03 (64.38); Saskat- 
chewan 23.25 (34.42); all other 84. 


119, NEW CALIFORNIA COMPANY. The Sequoia Insurance 
company has been authorized as the name for the new 
stock insurance carrier being organized by a group 
of California county farm mutual companies, which 
will be the only stockholders. By this means the 
companies will be able to write other than farm 
business upon an indirect basis. Karl Lewis, First 
Reinsurance Co. of California, Fresno, is a prin- 
cipal organizer, and ‘expects that the new carrier 
will absorb the reinsurance company. 





120, AMERICAN MUTUAL CHANGES. President Charles E. 
Hodges, American Mutual Liability Insurance com- 
pany, Boston, announced March 26 appointment of 
George S. Harlan, John 0. Nilan, and Emil C. Cher- 
venak as vice-presidents, and Charles F. Goodale as 
assistant vice-president. He also announced re- 
tirement from active duty of G. Lester Marston, 
vice-president and general claim manager, who has 
been given the title of vice-president emeritus. 


121, CANADIAN BONDING RESTRICTIONS. The bonding of 
Ontario brokers and securities salesmen has been 
tightened as a move to eliminate unsatisfactory 
practices from securities trading, Ontario Securi- 
ties Commissioner C. P. McTague has announced, 
after an effort to persuade surety companies to in- 
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vestigate the standing of the men they bonded proved 
unsuccessful. He asserted that at two conferences 
with representatives of surety companies he had in- 
vited suggestions for a form of bond which would 
mset the requirements of his department, while im- 
posing the least possible obligation on the bonding 
companies, but that none had been offered. 


122, MISSOURI POWER OF ATTORNEY. Four Missouri in- 
surance companies have filed with the Missouri In- 
surance Department powers of attorney authorizing 
Superintendent of Insurance Owen G. Jackson to ac- 
cept service of process issued by any state court of 
record, in any suit instituted by a policyholder 
against the companies. This would permit a policy- 
holder to litigate disputed claims in the courts of 
his own state, where the companies may not be li- 
censed. The four companies concerned make ex- 
tensive use of radio programs and the mails, and 
have policyholders in many states in which they are 
not licensed and do not have active agents. 


123, PENNSYLVANIA INSURANCE CHARTERS. Insurance 
companies incorporated under the laws of Pennsyl- 
vania may not be authorized to exercise the broad- 
ened underwriting powers granted by the 1945 "mul- 
tiple line" laws of that state unless the company's 
charter is amended to authorize it to exercise those 
broader powers, Insurance Commissioner Gregg L. 
Neal of Pennsylvania has been advised in an opinion 
by State Attorney General James H. Duff. 








124, D. C. INLAND MARINE RULING. Inland marine pol- 
icies covering property of the insured's customers 
--such as perishables-- while stored or being pre- 
pared for storage in cold storage lockers, may be 
issued in the District of Columbia under a recent 
ruling by D. C. Superintendent of Insurance Albert 
F. Jordan. The rate must exceed the applicable rate 
for fire, lightning and extended coverage. 


125, KNOXVILLE INSURANCE COVERAGE. City manager 
Paul Morton of Knoxville, Tenn., who on Feb. 12 or- 
dered cancellation of $2,000,000 of fire insurance 
on city property, has been dismissed and a commit- 
tee headed by local agent W. L. Ambrose, who is 
also a member of the city council, has been in- 
structed to provide insurance protection until a 
permanent arrangement can be effected. The city 
has been dividing the coverage among local agents, 
but charges of political favoritism had been made. 


126. NAIC HIRING OF ACTUARY. The executive commit- 

tee of the National Association of Insurance Con- 
missioners has authority to employ an actuary pro- 
vided his compensation and expenses are obtained 
through voluntary contributions from the member- 
ship, even though there is no provision in the con- 
stitution or by-laws of the organization providing 
directly for such employment, it was concluded at 
its recent New York City meeting by the special com- 
mittee of the National Association of Insurance 
Commissioners appointed to consider this matter. 


127. NAIC COMPENSATION COMMITTEE. The compensation 
committee of the National Association of Insurance 
Commissioners adopted minor changes in the casualty 
expense exhibit, for presentation to the Associa- 
tion's June meeting, in its recent meeting in New 
York City. It recommended that all states instruct 
companies writing workmen's compensation insurance 
to file a duplicate copy of the exhibit with the 
National Council on Compensation Insurance, since 
that bureau intends to compile nationwide statis- 
tics. It will also be recommended that the ex- 
hibit's filing date be made April 15. 


128, FEBRUARY TRAFFIC DEATHS. The nation's traffic 
deaths during February totalled 2,450, an increase 
of 45% over the same month last year, and only 7% 
below traffic's deadliest February in 1941, the Na- 
tional Safety Council has announced. 





129, KEMPER RESIGNATION. James S. Kemper, board 
chairman Lumbermens Mutual Casualty Insurance com- 
pany, Chicago, has announced his resignation as 
chairman of the Republican national finance con- 
pany, after a tenure of two years in that post. 
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130, MUTUAL CASUALTY MEETING. The first of the reg- 
ular quarterly 1946 conferences of the Automotive 
and Casualty section of the National Association 
of Mutual Insurance Companies was held at the Hotel 
Stevens, Chicago, March 29-30. Paul Buehler, 
Beacon Mutual Indemnity company, Columbus, Ohio, 
is chairman of the section. Subjects discussed at 
the automobile underwriting meeting of the section 
were: "Suggestions in Regard to Policies, Rates, 
and Underwriting," Karl R. Buehler, Beacon Mutual 
Indemnity company, Columbus, Ohio; "The Returned 
Veteran as an Assured--as an Employee," E. P. Cur- 
ry, Shelby Mutual Casualty company, Shelby, Ohio; 
"What Control Can Companies Maintain on Agents in 
Matter of Risk Selection?", H. C. Smyth, Virginia 
Auto Mutual Insurance company, Richmond, Va.; and 
"How Rapidly from a Practical Viewpoint Can Rates 
Be Increased?", Arthur A. Alderfer, Harleysville 
Mutual Casualty company, Harleysville, Pa. Sub- 
jects discussed at the casualty underwriting meet- 
ing of the section were: "The Comprehensive General 
Liability Contract," George J. Starman, Iowa Mutual 
Liability Insurance company, Cedar Rapids, Iowa; 
"Study of Rating Methods for General Liability," 
E. L. Brandt, Auto Owners Insurance company, Lans- 
ing, Mich.; "Recent Developments in Policies and 
Rates of Miscellaneous Casualty Lines," L. M. Dun- 
athan, Shelby Mutual Casualty company, Shelby, 
Ohio, and 0. C. Griffith, Farm Bureau Mutual Auto- 
mobile Insurance company, Columbus, Ohio; and "What 
Can We Do About Traffic Accidents?", Sidney J. Wil- 
liams, National Safety Council, Chicago. 
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131, ILLINOIS HOUSING. First housing project under- 
taken by an insurance company since amendment of 
the state insurance code to permit Illinois car- 
riers to invest up to 10% of their assets in hous- 
ing construction was approved March 30, by Illinois 
Director of Insurance N. P. Parkinson. Continental 
Assurance company of Chicago, under the progran, 
will build 200 individual family homes on a 130- 
acre tract near Elgin at a cost of about $1,500,000. 


132, INSURANCE BAR COMMITTEE. V. J. Skutt, Omaha, 
Nebr., chairman of the Insurance Section of the 
American Bar Association, has appointed a special 
committee of the Section to be known as the Insur- 
ance Status committee. It will consider problems 
created by the South Eastern Underwriters Associa- 
tion decision and Public Law 15, and collect data 
relating to the status of the insurance business 
under Federal and state regulatory laws. First 
meeting is to be held in May, and members of the 
Section are urged to submit to the chairman sugges- 
tions as to how the conmittee can be of help to mem- 
bers. Committee chairman is E. W. Sawyer, New York 
City. Vice-chairmen are Henry S. Moser, Chicago, 
and Chase M. Smith, Chicago. Members are: Marcus 
Abramson, New York City; Hale Anderson, Hartford, 
Conn.; John V. Bloys, New York City; Hon. Robert E. 
Dineen, New York City; Hon. Maynard Garrison, San 
Francisco; Orville F. Grahame, Worcester, Mass.; 
H. E. Hilton, Washington; Robert L. Hogg, Chicago; 
Edwin W. Patterson, New York City; J. Donald Whele- 
han, Garden City, N. Y.; and V. J. Skutt, Omaha, 
Nebr., ex officio. 
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Insurance Principles 
and Municipal Pension Plans 


By CHESTER A. KLINE 

URING recent years import- 

ant changes have taken place 

in providing retirement bene- 
fits for local government employees 
and further important changes are 
indicated for the near future. The 
most important recent change was 
the adoption of actuarial and other 
sound insurance principles by a num- 
ber of states, when they established 
state-wide retirement systems cover- 
ing employees of local government 
units. Since the trend is definitely 
toward the adoption of plans of this 
type, it would seem appropriate to 
point out their nature, and to indicate 
the consideration which local govern- 
ments and their employees should give 
to the use of private insurance com- 
pany pension plans for their protec- 
tion. 

In 1942, according to the Bureau 
of Census and the United States 
Office of Education, there were 2,- 
113, 788 persons employed by 155,- 
067 units of local government in the 
United States, divided as follows: 


No. No. 
Type of Unit Units Employees 
Tere 3,050 326,900 
Townships or towns..... 18,919 
Municipalities ......... 16,220 928,000 
Special districts ....... 8,299 
School districts ........ 108,579 858,888 


In addition the 48 states employed 
518,100 persons. 

Most local government units, re- 
gardless of size, have one or more 
retirement systems covering their em- 
ployees. While figures are not avail- 
able for counties and small munici- 
palities, about 75 per cent of all cities 
of 10,000 or more in population have 
retirement systems for their em- 
ployees. However, only about 17 per 
cent of these plans cover all em- 
ployees. Many of the plans cover 
police, firemen or other special 
groups. Probably not more than 50 
per cent of all municipal employees 
are covered now by some retirement 
plan. 


Most municipal employee retire- 
ment plans were formed without com- 
petent actuarial advice; and many to- 
day are hopelessly insolvent from an 
actuarial viewpoint. Many of the 
plans do not provide protection for 
survivors in case of death of the em- 
ployee, and in most plans there is no 
provision for the continuance or 


transfer of retirement rights when 
the worker moves from one employer 
to another. 
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The defects of the local retirement 
plans have led to so much dissatis- 
faction in recent years that attempts 
have been made to improve the situ- 
ation. Shortly after the passage of 
the Federal Social Security Act in 
1935 it was suggested that this law 
be extended to cover public em- 
ployees. However, after conferences 
between representatives of the Social 
Security Board and various state and 
local government units it was decided 
that even if constitutional and other 
objections could be overcome, such 
extension would at best only partially 
solve the problem. Local governments 
and their employees usually desire 
greater benefits for all employees, and 
a lower retirement age for police and 
firemen, than are provided under the 
Federal Security law. 


The method for overcoming the 
defects of local retirement systems 
which seems to have the greatest ap- 
proval is the establishment by law of 
a new state-operated plan or the 
change of laws to permit the inclusion 
of local government employees in an 
existing state- operated retirement 
plan. A state-wide fund can be oper- 
ated on a sound actuarial basis, it can 
relieve the local government of the 
burden of setting up and administer- 
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ing a retirement plan, and it can pro- 
vide more adequate benefits and a 
lower retirement age than those spec- 
ified in the Social Security Act. 


Ten states now permit employees 
of local governments (not school 
teachers) to participate in state re- 
tirement plans. Most state laws bring- 
ing about this result have been passed 
within the past fifteen years. Com- 
pared with this, some 35 states have 
set up retirement systems for school 
teachers, and 17 have similar retire- 
ment plans for their employees. 


Some of the state-wide plans cov- 
ering local employees also cover state 
employees ; and some are compulsory’ 
while others are voluntary. Under 
the compulsory plan all public em- 
ployees are required to participate ; 
while under the voluntary type of 
plan the local government unit has to 
elect by ordinance or affirmative vote 
to come under the law. Ohio has a 
plan which is compulsory for all gov- 
ernmental units, state and local. New 
York has a single plan covering both 
state and local employees, which is 
compulsory for all employees except 
those working for local governments 
at the time the law went into effect. 
Furthermore, the creation of new re- 
tirement systems by any local govern- 
ment is forbidden. Colorado likewise 
has one plan which is compulsory un- 
less the local government declines to 
come under the law within a certain 
period of time. Illinois, New Jersey, 
California, Indiana, Wisconsin and 
Pennsylvania have plans some of 
which apply to both state and local 
employees, others to local employees 
only. All are voluntary, however, for 
local governménts and their em- 
ployees. 


This latest development in the re- 
tirement picture for municipal em- 
ployees may be explained better by 
describing the situation in a particu- 
lar state, Pennsylvania. 


Since 1923, Pennsylvania has had 
in effect an Employes’ Retirement 
law under which state employees (not 
school teachers) have been insured 
for pension purposes. The plan has 
been operated on a sound actuarial 
basis. In 1943, the Legislature passed 
an Act, No. 371, (amended in 1945) 
which provided for the creation of a 
state-wide Municipal Employes’ Re- 
tirement System. 
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While this new retirement system 
is to be set up by the State Retire- 
ment Board, it will be administered, 
when established, by a newly-created 
Municipal Employes’ Retirement 
3oard. The new system, however, 
will be operated and administered by 
a unified personnel in the office of 
the State Employes’ Retirement 
3oard. Under the law, a sum of 
money was appropriated by the state 
for the payment of initial expenses 
resulting from setting up the new re- 
tirement system, including the com- 
pensation of the state actuary for the 
determination of “tentative tables and 
municipal contributions, in order that 
the retirement system contemplated 
by this act may be established.” Ex- 
penses thereafter are to be paid by 
the municipalities. 


Municipalities “may elect, by ordi- 
nance or resolution adopted by the 
tax levying body to join the retire- 
ment system established by this act.” 
The term municipality means a city, 
borough, town, township, county or 
institution district. 


When twenty-five or more munici- 
palities, having an aggregate of at 
least 250 eligible employees, agree to 
join, the system shall be put into oper- 
ation. Once a municipality joins, it 
cannot withdraw; and it becomes 
liable under a separate account for 
“the amount of contribution required 
to cover the cost of retirement allow- 
ances and other benefits payable to” 
its employees. 


Each covered employee is entitled 
to an annuity at retirement age equal 
to approximately one one-hundred- 
thirtieth of the final salary for each 
year of service to the municipality. 
This annuity is purchased by his own 
contributions. In addition, he is en- 
titled to an annuity of the same 
amount, purchased for him by the 
municipality. A member may retire 
when he reaches 60 years of age, or 
at any time later. If a member ceases 
to be a municipal employee before he 
reaches 60 years of age, he will be 
paid the amount of his own contribu- 
tions to date. If an employee dies 
while in service, his accumulated con- 
tributions are to be paid to his bene- 
ficiary or estate. If the employee has 
five or more years of service and be- 
comes so disabled that he cannot per- 
form his duties he is entitled to a dis- 
ability allowance equal to at least 
thirty per cent of his average salary 
for the preceding five years. 


Each employee is required to con- 
tribute a percentage of his salary as 
determined by the actuary. Such per- 
centages are determined according to 
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sex and age of the employee when he 
joins the retirement system. The fol- 
lowing shows rates of the Retirement 
3oard at selected ages, calculated with 
an assumed interest rate of 2% per 
cent, the 1937 Standard Annuity 
Table of Mortality, and an assumed 
retirement age of 65. 





Employee’s Contributions at Selected Ages 
Per Cent of Salary 


Entry Age Male Female 
20 4.85% 5.69% 
235 5.21 6.11 
30 5.59 6.56 
35 6.00 7.04 
40 6.43 7.54 
45 6.87 8.06 
50 7.34 8.62 
55 7.84 9.19 





Each municipality must pay an an- 
nual amount, as determined by the 
actuary, which will be sufficient to 
cover the annuity which the munici- 
pality must buy for each employee. 
In addition, the law provides that a 
share of administration costs, such as 
compensation for the actuary and sec- 
retary, other salaries, postage, etc., 
shall be levied against each munici- 
pality. 


The law also provides that separate 
accounts shall be kept for each em- 
ployee and each municipality; and 
that each municipality guarantee the 
maintenance of the reserves and in- 
terest charges necessary for the pay- 
ment of benefits to its employees. This 
would seem to mean that a given 
municipality would not obtain the 
benefits of averaging its mortality and 
survival risks with the other groups 
in the state. However, since the state 
system is not yet in operation it is 
not known how this provision will be 
interpreted. 


Once a municipality has joined the 
retirement system it cannot withdraw ; 
and if it should not meet its obliga- 
tions under the act the retirement 
board may take legal action to en- 
force payment. 


The law covers all employees of a 
municipality except: (1) elected offi- 
cers and per diem employees, if they 
do not signify their intention of join- 
ing within one year; (2) officers and 
employees paid on a fee basis; and 
(3) employees covered under an ex- 
isting pension system or who there- 
after become eligible to join such sys- 
tem. This last group of employees, 
however, by an affirmative vote of 
75 per cent of its membership within 
three years, may elect to be covered 
with other eligible municipal employ- 
ees. Considerable leeway is permitted 
under the act with respect to the 
terms under which the transfer of 





existing pension systems may be 
made. For example, an agreement 
may be made with the state fund un- 
der which existing benefits will not 
be reduced, if these be greater than 
those provided for other employees. 
Acceptable assets of the existing plan 
may be transferred in whole or in part 
to the state fund for the purpose of 
funding totally or partially pension 
obligations for prior service rendered 
by the covered employees. 


From the experience of pension 
plans covering local government em- 
ployees it is clear that providing such 
pensions is primarily an insurance 
problem and that unless the plan is 
operated on a sound actuarial basis 
it will in all probability encounter 
difficulty sooner or later in meeting 
its financial obligations. Recognition 
of this fact has led the states to fol- 
low sound insurance principles in set- 
ting up their state plans. The state 
plan in effect provides for the estab- 
lishment and operation of an insur- 
ance company similar to private com- 
panies now in operation. 


Establishment of state-operated in- 
surance plans of this nature is but 
another extension of government ac- 
tivity into a field where private com- 
panies are operating. Certain ques- 
tions, therefore, naturally arise. Are 
the state-operated plans superior, or, 
would the !ocal government be better 
off if it should purchase its coverage 
from a private insurance company? 
More specifically, how does the state 
plan compare with the private insur- 
ance company plan with respect to 
such matters as the type of contract, 
the service offered, and the cost? 


No attempt will be made here to 
make a detailed comparison of this 
sort. Instead, certain general obser- 
vations will be made, which should be 
of value to local governments, their 
employees, and all who are interested 
in solving the retirement problems of 
state and local governments. 


If the state-operated plan must 
stand on its own feet when it charges 
for benefits and expenses, then it 
should not be able to offer any better 
coverage, service or lower costs than 
the private insurance companies. As 
explained before, some of the state 
plans pass all and some a part of the 
expenses of operation on to the local 
government and its employees. Penn- 
sylvania passes practically all expenses 
to the municipalities; and Ohio pro- 
vides that one dollar shall be paid 
each year by each employee to pay the 
expenses of operating the system. Ob- 


(Continued on page 24) 
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Replacement Costs vs. Insurance Coverage 
By FRANK E. SONNENSCHEIN eeieak ' The construction cost figures shown 
HE question of constantly ris- Ghesneaniien eileen Ghiat tates were obtained from the Austin Com- 
ing property replacement costs marge pany, designers and builders ot JIn- 
and of their effect upon fire in- 1926 — 100 dustrial plants, and apply to a typical 
surance coverage has, for the last few Construction Equipment one-story steel frame industrial build- 
years, been a principal problem of the Costs Costs ing of 100 ft. span, with monitor type 
fire insurance business. It has as- 1926 100 100.0 roof, brick curtain walls, steel sash, 
sumed additional importance in view 1927 96 96.4 concrete floor and wooden root deck. 
of the sharp cost increases which have —_ 192g 93 97.1 The equipment cost data were furn- 
occurred since the middle of 1945. 1929 92 92.3 ished by Marshall & Stevens, pub- 
In the second half of the last year 1930 84 86.0 —lishers of Marshall Valuation Service, 
construction costs for industrial type 1931 71 75.1 and apply to metal working equip- 
buildings have risen about 8 per cent; 1932 63 67.9 ment; the figures represent a compos- 
the recent price increase of steel as 1933 63 69.3 ite of an entire plant equipment and 
well as previously authorized higher 1934 69 75.3 do not stand for machinery or other 
prices for lumber, and the anticipated 1935 75 76.8 major items alone. 
rise of the costs of coal, together with 1936 81 80.0 Fire ins lic} re 
the new government wage-price pol- 1937 89 873 ire insurance policies, more often 
icy, are unmistakable indications for 1938 87 84.1 than not, are renewed every three or 
the continuation of the upward trend 1939 82 832 five years without much change in 
of construction and equipment costs. 1940 88 as9 coverage. What this means in a per- 
‘ 1941 107 100.2 iod of rising prices is illustrated in 
A glance at the following tables and —_j945 15 109.5 Table 2 which shows that since 1939 
charts reveals that this trend goes 4943 116 110.9 construction costs for the type of 
back to 1932 and 1933, and, after a jo44 121 1103 building under consideration have 
short reversal during 1937 to 1939, i945 126 1106 risen 62 per cent and that costs of 
has continued upward with no end Feb. 1946 133 111.0 metal working equipment increased 
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which have not been brought up to 
date during this period are, therefore, 
deficient in coverage to the extent 
shown, less accrued depreciation, pre- 





supposing that the insured values 
were correct in 1939. 
TABLE 2 
Construction and Equipment Cost Index 
1939-1946 
1939 = 100 
Construction Equipment 
Costs Costs 
1939 100 100.0 
1940 107 104.5 
1941 131 120.5 
1942 140 131.6 
1943 142 132.2 
1944 148 132.6 
1945 154 133.0 
Feb. 1946 162 133.5 





But to what extent is such an as- 
sumption justified? Statistics com- 
piled from claims of losses long be- 
fore costs began to rise report that 
about 26 per cent of all fire losses 
were unprotected due to under-insur- 
ance. 


In this connection it is of interest 
to mention a fact not generally 
known, namely that adjustments of 
coverage can be made at any time dur- 
ing the term of a three or five year 
policy without loss of the benefit of 
the reduced rate. 


To support his claims in the case 
of a loss the insured must be able to 
furnish an itemized valuation, show- 
ing “the actual cash value of each 
item’ at the time of the loss, namely 
the replacement cost less accrued de- 
preciation. 


Properly made appraisals for in- 
surance purposes provide such an 
itemized valuation, listing the replace- 
ment cost new, the accrued deprecia- 
tion, the actual cash value, and giving 
a full description and the location of 
each item. 


Many appraisal contracts contain 
an optional clause providing for “con- 
tinuous service” that will keep values 
up-to-date in accordance with fluctu- 
ating replacement costs, additions, re- 
tirements and depreciation. 


Where properties consist of a num- 
ber of structures, difficulties have re- 
peatedly arisen, oddly enough, due to 
inadequate description and ambiguous 
language on the “rider form,” causing 
long and costly litigations, such as in 
the case of the municipality of Uni- 
versity City, Missouri, in 1940, where, 
erroneously, an entire building, de- 
stroyed by fire, was not covered by 
the policy. 
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Law suits like the one mentioned 
above have led to the fallacious belief 
that insurance companies are trying 
to evade their obligations, while, on 
the contrary, it is a fact that claims 
are paid promptly and willingly, when 
the proof of loss is properly support- 
ed and substantiated. The new stand- 
ard fire insurance policy, which is far 
broader and more liberal than the 
previous contract form, confirms this 
attitude. 


Adequate coverage becomes an ab- 
solute “must,” if the policy contains 
the co-insurance clause. This clause, 
widely misunderstood by policyhold- 
ers, is in general use in policies cover- 
ing manufacturing and mercantile 
establishments and makes the insured 
a contributor to any loss proportion- 
ate with the deficiency in coverage. 
It would be thought that in the case 
of the larger insurance risk manage- 
ment would be thoroughly aware of 
the necessity for coverage to value. A 
recent study of a number of 1945 fire 
losses, however, showed that almost 
one-third of the cases in which coin- 
surance penalties were incurred came 
from losses in the “more than $50,- 
000” class. 


Responsible insurance men repeat- 
edly have cautioned against ‘“curb- 
stone appraisals,” made sometimes by 
local agents as “informal rough esti- 
mates.’ Experience has shown these 





may contain margins of error between 
20 and 50 per cent and in case of loss 
cannot be used to support claims. 


Valuation engineering today is a 
far cry from the time of the “horse- 
back appraiser.” During the past few 
decades this comparatively new dis- 
cipline has grown rapidly and as- 
sumed an important position in our 
complex industrial set-up. Valuation 
engineering today is the subject of 
specialized college courses such as 
those offered regularly at Iowa State 
College, to meet the increasing de- 
mand for trained and skilled valuation 
engineers. 


While the insurance appraisal as 
such has been generally recognized as 
a necessary safeguard for any sizeable 
property, its protective purpose can 
advantageously be combined — by 
means of adequately set up property 
records — with additional functions 
such as to provide a basis for charg- 
ing depreciation for income tax, for 
financing, bookkeeping and cost ac- 
counting purposes, to encourage the 
abandonment of obsolete equipment, 
etc. 

The listing of fixed assets in the 
form of “continuous property rec- 
ords,” a development of the last dec- 
ade, has been found most appropriate 
for industrial property accountancy 
and its manifold advantages cannot 
be strongly enough emphasized. 
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Mutual Loss Managers in Conference 


UBROGATION, suspicious 
fires, the function of the ac- 
countant in loss adjustment, and 

the current prevalence of underinsur- 
ance proved the principal topics of 
discussion as loss executives of the 
major mutual fire insurance com- 
panies members of the American Mu- 
tual Alliance, and more than a hun- 
dred of the adjusters who handle 
losses for these carriers, came _ to- 
gether at Chicago March 20-22 for 
the tenth annual Mutual Loss Man- 
agers Conference. 


In the period since their inception 
these annual conferences have come 
to be considered among the most im- 
portant held in the mutual fire insur- 
ance field, in that they furnish the 
best opportunity during any year for 
a general exchange of views between 
home office loss men and the adjusters 
who are in closest practical touch with 
loss conditions. The 1946 conference 
represented no break with precedent 
in this regard. Both in variety of sub- 
jects treated, and in frankness of 
comment, it ranked as one of the most 
successful such meetings that has been 
held. 


Principal speakers during the three- 
day session were John A. Arnold, 
Chicago, executive vice-president Na- 
tional Retailers Mutual Insurance 
company; M. S. Landis, Van Wert, 
Ohio, general counsel Central Manu- 
facturers Mutual Insurance company ; 
M. H. Stans, Chicago, partner in the 
public accounting firm of Alexander 
Grant & Co.; R. C. Steinmetz, Chi- 
cago, chief special investigator Mill 
Mutuals ; J. C. O’Connor, Chicago, of 
the National Underwriter; Howard 
Heath, Chicago, vice-president North- 
western Mutual Fire Association; 
William Cashman, Des Moines, Iowa, 
secretary United Adjustment & In- 
spection company ; and Gordon Davis, 
Chicago, manager Loss Research Di- 
vision of the Federation of Mutual 
Fire Insurance Companies. 


A full day of the conference was 
devoted to question and answer for- 
ums—one upon inland marine loss 
problems, and one upon those in the 
fire and allied lines. The three-man 
panel which discussed inland marine 
loss questions consisted of N. J. Tier- 
ney, Chicago, secretary-treasurer of 
the adjusting firms of Toplis & Hard- 
ing, and Wagner & Glidden; George 


Van Buren, prominent Chicago inde- 
pendent adjuster; and William H. 
Rodda, Chicago, secretary of the 
Mutual Marine Conference. The 
three-man panel upon losses in fire 
and allied lines was made up of 
George Blum, well-known Chicago in- 
dependent adjuster ; A. D. Jones, Dal- 
las, Texas, vice-president United Ad- 
justment & Inspection company ; and 
A. T. Persson, Chicago, president of 
the adjusting firms of Toplis & Hard- 
ing, and Wagner & Glidden. 


The conference’s opening speaker 
was John A. Arnold, who pointed out 
that during periods like the present 
abnormal proportions of the premi- 
ums earned by fire insurance com- 
panies are being paid out in losses. 
Since these payments are being made 
upon the recommendations of adjust- 
ers he urged the need for precision in 
the adjuster’s knowledge of cover- 
ages, for accuracy in his judgment of 
values, and for correctness in his 
treatment of claimants. He stressed 
that the adjuster should keep free 
from prejudice and yet alert to all 
signs of dishonesty, should know 
when and how to deny claims, and 
should have the stamina to resist pres- 
sure. 


“The conditions under which ad- 
justers will work in the future will 
not become simpler,” he prophesied. 
“You must expect to meet policyhold- 
ers who are coverage-wise and claims- 
conscious. They will have been ad- 
vised by carpenters, masons, automo- 
bile mechanics, and bailees as to how 
much to claim and under what clause 
in the contract. There will be agents 
who will believe that overpayment will 
build a satisfied clientele more rapidly 
than the selection of insureds who 
maintain their property and because 
of fewer losses deserve mutual pro- 
tection. There will be competitors in- 
timating that the claim would be ac- 
cepted or paid more liberally if in- 
sured in their companies. As rates 
and forms are put under more rigid 
supervision it is possible that liberality 
of policy interpretation and loss pay- 
ment will become a potent competitive 
weapon. Give service, and let the giv- 
ing be self-evident. Service deflates, 
whereas non-service inflates, many 
claims.” : 


He contended that accurate meas- 
urement of the worth of a loss will 


influence loss ratios of the fire insur- 
ance companies, and that the employ- 
ment of consultants on substantial 
losses may prove both an economy to 
the companies and a demonstration 
to the insured of the adjuster’s desire 
fairly to appraise his claim. Willing- 
ness to verify costs by such consulta- 
tion, he held, does not lessen the repu- 
tation of the adjuster with the insur- 
ance company, but rather serves as an 
assurance that the loss is being well 
and carefully handled. 


“Determination of values is desir- 
able even in the smallest claim,” he 
asserted. “It may be the signal for 
the purchase of adequate coverage by 
the insured. During adjustment of a 
loss, if ever, the insured is in the most 
receptive mood to listen to advice as 
to the improvement of his protection, 
or to the correction of defects in it. 
Better adjustments by even 1% may 
spell the difference between satisfac- 
tory and unsatisfactory experience for 
the fire insurance companies that look 
to the adjuster for excellence in the 
character of negotiation, accuracy in 
measurement of loss worth, and skill 
in the demonstration of integrity and 
knowledge.” 


In discussing subrogation rights of 
fire insurance carriers, M. S. Landis 
called attention to the ancient maxim 
upon which the doctrine of subroga- 
tion rests—that no one should be en- 
riched by another’s loss—which he 
held to be primarily the right of a 
surety, upon paying his principal’s 
debt, to be placed in the position of 
the creditor in order to collect from 
the principal. If insurance law is con- 
sidered but a wide extension of the 
general idea of suretyship, he explain- 
ed, subrogation plays a large part in 
determining the rights of the parties 
to an insurance contract. 


“Both home-office claims men and 
independent adjusters are engaged in 
settling claims, and thus obviously 
need to determine the rights of the 
parties to insurance contracts,” he 
said. “While some companies are dis- 
posed to exercise every right available 
to them, others may choose to waive 
or forego some rights in the interest 
of business expediency and fairness. 
Expediency, however, is an indefinite 
guide to problem-solving, and neither 
adjusters nor home-office claims men 
can safely rely upon this method of 
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handling their respective functions. 
It is the obligation of those handling 
losses to have a thorough understand- 
ing of the right of subrogation and 
some of the procedures by which it is 
effected, and then to leave the choice 
of business policy and expediency in 
any particular case to company man- 
agement.” 


He listed as among the desirable 
qualifications of an adjuster in this re- 
gard: enough knowledge of the law 
pertaining to the subject to recognize 
a subrogation right whenever it ap- 
pears in a loss adjustment transaction ; 
a method for getting all the facts; a 
determination to record these facts in 
such a fashion that they will later on 
be usable by anyone charged with car- 
rying the right into effect ; the prompt 
or preliminary reporting of all the 
facts, including the insured’s attitude, 
to the home office of the company 
making the loss assignment ; a whole- 
some relationship with local attorneys 
interested in this kind of work in the 
areas served by the adjuster. 


He listed as among the desirable 
qualifications of a home-office claims 
man in this regard: the selection of 
adjusters who will carry out their por- 
tion of the program proficiently ; 
knowledge of enough law of the sub- 
ject to appraise the chances for the 
successful prosecution of the right of 
subrogation, or to seek consultation 
with available legal counsel; the set- 
ting up of a definite program of pro- 
cedure in assigning and following up 
such matters with local counsel. 


“Tt is comparatively easy to apply 
the doctrine of subrogation in tort 
cases,’ Mr. Landis declared. ““When- 
ever the claimant’s loss and damage 
has been caused by a third party’s 
negligence, the company paying its 
insured becomes entitled to collect 
from such third party the amount it 
has paid its insured. The adjuster 
who has a good grasp of the law of 
negligence is in the best position to 
serve his company. Negligence has 
been defined as the want of care—the 
kind of care an ordinarily prudent 
person would exercise in the case and 
under identical circumstances. Wheth- 
er such care has been exercised is a 
question of fact ultimately to be de- 
termined by a jury if amicable agree- 
ment cannot be reached. All too fre- 
quently operative and actionable facts 
grow stale by the time local counsel 
may have such a collection referred 
to him by a subrogated insurer. The 
power of human observation and 
memory has its limitations. The ear- 
lier, therefore, the facts are investi- 
gated and recorded in some acceptable 
written manner, the more likely it is 
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that the company will be able to inter- 
est some responsible attorney in fol- 
lowing through on the collection. 


“The first approach to the claimant 
and any others involved in the inci- 
dent is the best approach. That is the 
time when the adjuster is most likely 
to get a complete and honest report, 
and the most willing cooperation in 
telling the whole story. 


“Among the collateral facts which 
are desirable in a home office claims 
file, having subrogation rights growing 
out of a tort, are the amount of the 
claimant’s uninsured loss, if any, and 
this sometimes involves items not or- 
dinarily suggested by the policy under 
which the claim arises; whether or 
not the claimant has received pay- 
ments from anyone which diminish 
his insured loss; whether any releases 
have been given; and whether the 
claimant has put the third party on 
notice that he is insured against his 
loss in whole or in part, and that sub- 
rogation is likely to follow after his 
loss has been paid. 


66TT°HE collateral facts outlined 

above are important because 
insureds sometimes defeat their rights 
to indemnity under their policies by 
settling with third parties so as to de- 
feat the insurer’s claim. Even though 
both the insured and the insurer have 
separate claims against the third party 
only one suit can be brought, since the 
third party is not to be twice vexed 
for the same wrong. The cause of 
action cannot be split and it should 
early be discovered whether or not the 
insured has any compunctions about 
joining with the insurer in an action 
to collect if that be necessary. His 
refusal does not bar the insurer’s 
claim, since the insured can be made 
a party defendant in an action brought 
in the name of the company only. It 
is far better, however, to have the 
willing cooperation of the insured 
than to have to make him a hostile 
witness by treating him as a party de- 
fendant. 


“Under American law, subrogation 
growing out of tort is by far the most 
common and torts will, therefore, con- 
stitute the basis for the greatest in- 
terest on the part of claims men. Sub- 
rogation based on contract is much 
more restricted and in this country is 
honored only when it grows out of 
mortgagor-mortgagee relationships or 
those of other secured creditor’s 
claims. The insurer who pays the 
mortgagee, whether insured in his 





own name or as a loss payee under a 
Standard Mortgage Clause forfeited 
by the mortgagor as to himself be- 
cause of some breach of policy condi- 
tions, becomes entitled to the mort- 
gage debt. But where the amount of 
loss is less than the amount of mort- 
gage debt one line of authority holds 
that the subrogated insurer must take 
over the entire mortgage indebtedness 
in order to obtain subrogation satis- 
faction. The reason behind this doc- 
trine is similar to that applying to tort 
claims—the mortgagor shall not be 
subjected to a multiplicity of suits.” 


In considering what should be done 
about securing legal help in effecting 
recoveries under subrogation, or by 
such: devices as loan receipts or trust 
agreements, the speaker asserted that 
the contingent fees commonly allowed 
local attorneys in subrogation matters 
are not the most attractive items of 
business, nor do the number of subro- 
gation cases in any one office come 
frequently enough under present prac- 
tices to make the work particularly at- 
tractive. He held it would assist the 
adjusting profession if, by common 
consent, a group of insurance com- 
panies could agree to prepare for ad- 
justers a list of attorneys who are 
interested in doing subrogation work. 


“If an adjuster in a certain area, 
for example, wanted to know whether 
to take a subrogation receipt, a loan 
receipt, or a trust agreement,” he said, 
“the type of relationship between all 
parties I have in mind would make it 
practicable for him to call the attorney 
on the list in his area and obtain 
prompt advice on which of the three 
documents he could build the best 
case. Again, the moment the adjuster 
senses the possibility of strong subro- 
gation rights, he could call the attor- 
ney into the case for guidance in his 
development of facts so as to make 
out the best possible case. I am con- 
vinced that the indecision on the part 
of companies is largely responsible for 
the relative lack of importance ad- 
justers attach to developing all of the 
subrogation possibilities which occur 
in their routine work. It is compara- 
tively easy for an adjuster to ignore 
these possibilities and to dismiss them 
with a statement that there are no sub- 
rogation possibilities present, and the 
company is none the wiser. If com- 
panies were disposed to work out a 
system which would give the adjuster 
appropriate compensation for the ex- 
tra time the complete development of 
subrogation possibilities requires, and 
were further to let it be known to 
what counsel such matters will be re- 
ferred and where to apply for needed 
legal guidance during the development 
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ofthecase, thereturns from subroga- 
tion would become immeasurably 
greater, and the social theory of pun- 
ishment for wrongdoing would be 
more aggressively applied.” 


ERHAPS the most interesting of 
Pine subjects under discussion at 
the conference, because its intricacies 
are not too thoroughly understood by 
many of those concerned with fire 
losses, was the place of the accountant 
in loss adjustment. M. H. Stans, Chi- 
cago accountant who has aroused 
great interest in the fire insurance 
field in recent years by his researches 
into this matter, spoke upon this phase 
of loss activity. 


He explained that accounting data 
may be vital in a great many types of 
losses, whether the merchandise or 
other property is merely damaged or 
totally destroyed, and that the method 
and approach may differ over a wide 
range. In some cases the quantities 
may be separately determined by in- 
ventory after the loss, with values ob- 
tained from the books: Even when 
some of the items are destroyed, if 
the insured maintains accurate per- 
petual inventory records, the quanti- 
ties and unit values may be established 
from them. When stock is partly or 
wholly destroyed it may be necessary 
to employ an over-all computation 
from the books of account, using the 
so-called book statement method. 


The speaker made three points as 
a foundation for his remarks: it is 
important that the adjuster make an 
early scrutiny of the books, and at 
least secure some key accounting fig- 
ures as soon as possible after the loss ; 
the adjuster should know the key 
points of attack in his subsequent in- 
vestigation for the purpose of estab- 
lishing the correctness and reliability 
of the records; it is necessary for the 
adjuster to keep up to date on new 
accounting techniques and refinements 
to be able to deal with books of ac- 
count to the best advantage, since 
accounting is a dynamic art rather 
than a science. He asserted that there 
are three requirements which must be 
considered in all types of losses in 
which a claim is supported by books 
of account. They are: (1) The pro- 
cedure employed in the loss computa- 
tion must be theoretically correct ; (2) 
The information employed in the 
computations must be factually cor- 
rect; (3) The results must be logi- 
calry sound. 
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“There is a seeming paradox in my 
saying that if the approach to a com- 
putation is theoretically sound and the 
data is factually correct it is still not 
to be accepted unless it meets a test 
of logic,” Mr. Stans admitted. “Why 
is this so? Why is it necessary for 
the adjuster to recognize that figures 
taken from the books of account, ar- 
ranged on a theoretically proper basis, 
and then checked thoroughly to dem- 
onstrate their factual correctness, may 
still not produce the correct amount 
for a loss? 


“There are two answers. One is 
that books of account are always his- 
torical, dealing only with the past as 
a record of transactions as they occur. 

300ks are designed to account for 

transactions in terms of the flow of 
investment in the assets of the ven- 
ture, on a cost basis, as distinguished 
from actual and immediate value. 
Thus it is incumbent upon the ad- 
juster in employing books of account 
to recognize that the results obtained 
by a theoretically correct analysis of 
recorded factual data may still not 
correspond with the value which is 
the correct measurement of the in- 
sured’s right to recover under the pol- 
icy. The second answer is in the plain 
simple fact that figures can lie because 
liars can figure. By this I am refer- 
ring to the type of loss in which, either 
before or after the event, the insured 
has doctored his accounts in one way 
or another, with the result that things 
are not what they seem. Detection of 
a misstatement in figures as a result 
of either of these two types of cir- 
cumstances depends in great degree 
upon the resourcefulness and ingen- 
uity of the adjuster (or the public ac- 
countant, if one is employed) in order 
that losses are not overpaid. The prob- 
abilities of underpayment in similar 
cases are minute, because the insured 
is quite likely to advance information 
whenever the misstatement works to 
his disadvantage.” 


To illustrate how book figures, even 
when verified, may not establish true 
values, the speaker pointed out the 
possibility that books of account may 
not adequately reflect obsolescence or 
other depreciation of inventory values 
below their original cost. He gave as 
an example the situations arising out 
of cancellation of war contracts. In 
many cases materials employed in war 
contracts are either not usable at all 
by the insured or may only be em- 
ployed after modification and change 
or with a considerable scrap loss. The 
insured in a given case may actually 
have acquired or reacquired such ma- 
terials on any one of several bases. 
For instance, it may have retained 
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materials after a termination claim 
under a warranty to the government 
that they would be scrapped; it may 
have repurchased them from the gov- 
ernment at a price much lower than 
the original cost ; or it may have items 
on hand which, for a number of reas- 
ons, such as excessive purchasing be- 
yond the contract requirements, could 
not be recovered in a_ termination 
claim against the government and are 
totally worthless. In any of such cases 
the adjuster should not be deceived by 
references to original purchase in- 
voices as evidence of value. As an- 
other example of obsolescence there 
was given that of jerry-made wartime 
consumer goods, and items made of 
substitute or ersatz materials. Except 
as may be indicated by the length of 
time for which an article has been on 
hand, or the discounted prices. for 
which such articles recently may have 
been sold, the books of account do 
not necessarily disclose the extent of 
such obsolescence. 


There is also the present possibility 
that the accounts used in computing 
inventories in a book statement may 
contain many elements of distortion 
which must be corrected to reflect cur- 
rent values. The 95% excess profits 
law and the renegotiation law have re- 
sulted in many excessive business ex- 
penditures, legitimate and otherwise, 
in the last few years. The government 
paid 95% and sometimes 100% of the 
money spent and charged off. Under 
such circumstances manufacturing 
cost ratios may have been materially 
affected by disproportionate expen- 
ditures for so-called “maintenance 
and repairs” of a type calculated to 
produce a rebuilt plant at the princi- 
pal expense of the government; or 
manufacturing costs may have been 
distorted by charges for amortization 
of emergency facilities, separation 
pay, war product engineering ex- 
penses or other non-recurring costs 
which would make historical figures 
from books of account unreliable 
without appropriate correction to cur- 
rent conditions. 


Another type of distortion in unad- 
justed book’ figures, it was pointed 
out, is evident in the manner in which 
ratios tend to vary as volume of busi- 
ness increases or decreases. A com- 
pany may make a gross profit of 30% 
on a sales volume of one million dol- 
lars a year, may only realize 20% 
gross on a sales volume of half a mil- 
lion, and possibly 35% gross on a 
two-million dollar volume. In_ this 
early postwar period, when business 
volumes are fluctuating greatly, a loss 
statement which on its face is theo- 
retically correct and which upon check- 
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ing to the books is found to be factu- 
ally accurate in terms of historical ac- 
counting, may not correctly disclose 
the loss sustained simply because the 
past factors are not representative of 
the present. 


“The termination of the excess 
profits tax and the renegotiation law 
simultaneously at Dec. 31, 1945, have 
also created an interesting current 
situation which is certain to distort 
book figures tremendously for a year 
or two,” Mr. Stans declared. “There 
are a great many instances in which 
by the very nature of business recon- 
version activities—in the fluctuations 
in the scale of operations, in changes 
in products manufactured or sold, 
and the return from a noncompetitive 
to a competitive economy—loss state- 
ments prepared directly from books 
of account, without full analysis and 
correction, may be highly incorrect. 
The significant point is that under 
such circumstances what appears to 
be a theoretically sound method of 
presentation, and a factually correct 
and verifiable set of figures from the 
books, may still not accurately meas- 
ure the recoverable loss under a pol- 
icy. It is the adjuster’s responsibility 
to ferret out the modifying factors in 
one way or another, and give effect 
to them in the adjustment. 


“The second and more durable 
reason why books of account do not 
necessarily disclose a correct amount 
of loss, and why the adjuster must 
exercise extreme resourcefulness to 
avoid overpayment, can be summed 
up in the statement that figures can 
lie because liars can figure. Dishon- 
esty may occur in the books of ac- 
count prior to a loss (in which case 
the books have been constructed de- 
liberately to prove an excessive loss), 
or after the loss (by deliberate infla- 
tion of the figures or their construc- 
tion in one manner or another). I 
dare to say that there is no such thing 
as a perfect crime in the falsifying of 
books and that it is possible, by care- 
ful and resourceful auditing, to bring 
to light almost any overstated and 
fraudulent claims. This is not to say 
that all claims should be so thorough- 
ly audited for fraud, but merely to 
say that where suspicious circum- 
stances exist or a brief investigation 
of the books reveals irregularities, it 
is highly probable that falsity in the 
records can be detected if it exists. 
The only limiting factor in the detec- 
tion of fraud in books is the ability 
of the adjuster or accountant. 


“Accounting is the language of 
business, but it is an art and not a 
science. All the country’s scientific 
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precision, capable of producing mir- 
acles such as radar or the atomic bomb 
cannot create a perfect mathemati- 
cally certain formula for an accurate 
accounting statement. Opinion and 
judgment enter into its workings in 
many ways. Nevertheless accounting 
is the medium which the adjuster 
must employ in verifying losses based 
upon books and records. The prob- 
lem is greater than one of mere math- 
ematical accuracy. The adjuster must 
also bring to bear on the results ob- 
tained an illuminated scrutiny, an ex- 
treme resourcefulness, and a certain 
sense of fair skepticism before he be- 
lieves what he sees.” 


HE responsibilities of the adjust- 

er in fires of suspicious origin 
were outlined at the conference by 
R. N. Steinmetz, who advanced as 
fundamental the necessity for con- 
sidering each loss and each claimant 
as an individual case under such cir- 
cumstances. This he regarded as im- 
portant even though considering that 
loss claimants can be divided into the 
three classes of worthy claimants, 
tricky claimants interested in match- 
ing wits with the adjuster, and un- 
worthy claimants whose claims are 
open to suspicion of fraud. 


“The adjuster should know the type 
of moral hazard which is typical of 
each type of claim, even though he 
is considering the claim on its own 
merits as an individual case,” Dr. 
Steinmetz counselled. “Each type of 
business has its own characteristics, 
and if the adjuster knows the mani- 
festations of moral hazard which are 
typical of that business he knows what 
to look for if his suspicions are 
aroused. He should also know a good 
deal about motives and methods, and 
should understand the importance of 
securing good statements from wit- 
nesses.” 


Dr., Steinmetz stressed, also, the 
importance of early and close con- 
tacts with local fire department offi- 
cials, and cooperation with all public 
officials. 


James C. O’Connor of the Nation- 
al Underwriter, Chicago, confined his 
appearance to an authoritative review 
of the more widely-used forms. 


Gordon Davis, manager of the Loss 
Research Division of the Federation 
of Mutual Fire Insurance Companies, 
contended in his address that insuffi- 
cient attention is being paid by ad- 


justers to advising companies of cases 
in which there should be coinsurance 
penalties. He based his position upon 
a study of a large number of losses 
over a period of the past three years, 
in which he found that the highest 
percentage of coinsurance penalties 
was being assessed upon the large 
losses. He termed it illogical that co- 
insurance requirements should not be 
complied with in so large a percentage 
of losses involving more than $50,000, 
with the percentage diminishing along 
a regular curve as the amounts in- 
volved in losses decreased. He urged 
that companies should be advised 
when coinsurance requirements are 
not met, even in the smallest losses, 
since it is no favor to the insured to 
fail to advise him and his insurance 
company that his property is not fully 
covered, and in case of a subsequent 
large loss is certain to lead to difficul- 
ties. 


The concluding feature of the con- 
ference was a critical discussion of 
loss managers by Howard D. Heath, 
vice-president at Chicago of the 
Northwestern Mutual Fire Associa- 
tion, and a similarly critical discus- 
sion of adjusters by William Cash- 
man, Des Moines, secretary of the 
United Adjustment & Inspection com- 
pany. It was recommended that home- 
office managers should get into the 
field more frequently, should give 
stronger backing to adjusters, should 
protect more carefully any confiden- 
tial reports which adjusters submit, 
and should undertake more loss edu- 
cation of company field forces. Mr. 
Cashman held that adjusters, in view 
of their close contact with risks that 
have sustained losses for one reason 
or another, should give more attention 
to what he called “field underwriting.” 
He pointed out that many character- 
istics of a risk which may make it un- 
desirable, or which indicate that cer- 
tain improvements are needed, are 
uncovered only when there is a loss, 
and that one of the most important 
services which an adjuster can render 
the insurance company is to advise 
it of such findings. 


The committee which supervised 
the holding of the Loss Managers 
Conference was made up of Howard 
D. Heath, Chicago, Northwestern 
Mutual Fire Association; R. N. Cof- 
fey, Omaha, Nebr., Grain Dealers 
National Mutual Fire Insurance com- 
pany; F. D. Hawkins, Boston, Mass., 
United Mutual Fire Insurance com- 
pany; N. K. McBrien, Alton, IIL, 
Millers Mutual Fire Insurance Asso- 
ciation ; and C. H. Runser, Van Wert, 
Ohio, Central Manufacturers Mutual 
Insurance company. 
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TRUCK CARGO LOSSES 


OOR to door pickup and de- 
livery of freight has been 
brought about by the motor 

carrier industry. Prior to the era of 
motor truck competition, the railroads 
required shippers to deliver and pick 
up their products at the freight car. 
Overnight delivery of freight between 
nearby cities is another service ren- 
dered by motor carriers as compared 
with two or three day railroad freight 
service. The motor truck offers a 
versatility in service and in route 
which the sailroads cannot attain. In 
spite of these advantages, the motor 
carrier industry still is in a preca- 
rious situation. One important reason 
is the large amount of revenue which 
must be returned to shippers to pay 
for lost merchandise. 


An excellent and _ well-managed 
motor carrier may reduce the value of 
lost and destroyed merchandise to one 
half of one per cent of its gross re- 
ceipts. Competing truck lines fre- 
quently are spending as high as two 
per cent of their gross revenue for 
goods which have been destroyed or 
lost while in their custody. The dif- 
ference between a half of one per 
cent and two per cent may frequently 
be the difference between a profitable 
operation and bankruptcy. The well 
managed truck line operator is forced 
to carry part of the load for his poor- 
ly operated competitor because his in- 
surance premiums must help pay the 
losses of the poor operator. 


There are five principal causes of 
loss to motor truck cargo and these 
are of interest both to the trucker and 
to the insurance company. Loss 
causes may be divided into (1) theft, 
(2) mysterious disappearance, (3) 
collision and overturn, (4) mechan- 
ical defect accidents, and (5) fire. A 
large proportion of the accidents and 
loss can be prevented by proper oper- 
ating methods. 


Prevention of theft and myste- 
rious disappearance may be handled as 
one operation. The most important 
procedure to eliminate loss of indi- 
vidual packages or shipments is the 
installation of a complete check-in and 


JOURNAL OF AMERICAN INSURANCE 


Deusted to 


‘UNDERWRITING AND TECHNICAL PROBLEMS OF 
INLAND MARINE AND AVIATION INSURANCE 


bg W.H. RODDA 


check-out system at each terminal. 
Few truck lines have any method of 
tracing a package which has disap- 
peared between the pick-up and de- 
livery points. An employee may have 
walked off with the package, it may 
have bounced off the truck on a rough 
road, or it may have been shoved into 
a corner at a transfer point and kicked 
around until the address has been 
torn off. The warehouse of one bank- 
rupt trucker contained several thous- 
and packages, which had been left 
there for want of complete address, 
and because the trucker was too in- 
different to put a tracer on claims for 
missing merchandise. 

Prevention of hijacking and theft 
of entire loads requires the splitting 
of valuable cargo into several ship- 
ments, use of burglar alarm devices 
on trucks and in warehouses, follow- 
ing police-patrolled routes, and super- 
vision of drivers to make sure they 
are trustworthy and not likely to co- 
operate with holdup men. Knowledge 
of valuable cargos should be kept to 
as few people as possible, and routes 
should be changed at intervals so that 
it is difficult for would-be thieves to 
“case” the job. Holdup men prefer 
to secure total loads of high value 
merchandise, because they are easier 
to handle than a miscellaneous !oad. 
They also dislike to fool around with 
automatic burglar alarm systems. It 
may not be possible to eliminate theft 
entirely, but a good system and the 
use of protective devices will discour- 
age hijackers and dishonest employ- 
ees. 


Collision and overturn from im- 
proper driving and road hazards ac- 
count for a considerable amount of 
the loss in motor truck accidents. 
Management frequently is to blame 
by installing too fast a schedule and 
thus forcing the driver to take 
chances. Sometimes the drivers will 
speed over a portion of the route in 
order to spend extra time at a favor- 
ite restaurant. Road checks and re- 
cording devices on trucks give man- 
agement an opportunity to watch the 
technique of their operators. Runs 
should be broken into segments which 
are short enough to permit proper 
rest. Fatigue has been responsible 
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for many accidents, particularly at 
night, and the drivers frequently pay 
with their lives for such accidents. 

Losses resulting from fire must be 
considered in connection with collision 
and overturn losses because a large 
proportion of the fires are the result 
of accidents. The most destructive 
fire on the road is one in which the 
gasoline tank is burst by impact and 
the entire vehicle is enveloped in 
flames. Safety gasoline tanks are an 
effective preventive for this type of 
fire, because they are constructed of 
heavy steel which seldom splits even 
under a terrific blow. An ingenious 
arrangement of the fill pipe prevents 
gasoline’s spilling out of a safety tank 
even though it is upside-down. A 
substantial credit in the insurance rate 
is justified where all trucks are equip- 
ped with safety gasoline tanks. 

A frequent cause of fire following 
collision is a short circuit in the igni- 
tion or lighting circuit from the bat- 
tery. An automatic overturn switch 
installed on the main line from the 
battery will cut off the power from 
the battery !n case of collision or over- 
turn. This is another effective safe- 
guard against fire following accidents 
and for which substantial credits are 
given in insurance rates. 

Fires on the road occur from over- 
heated tires, motor and electrical de- 
fects, and from fires originating with- 
in the cargo. Overloading of tires re- 
sults in overheating, and the obvious 
remedy for this is proper control of 
loads at the terminal. Fires originat- 
ing within cargo are most likely to 
follow the dropping of a cigarette or 
match on tarpaulins or open trucks 
during loading operations. Fire re- 
sistant tarpaulins are desirable for 
open top trucks, and smoking should 
be prohibited on loading platforms 
and in the vicinity of cargo. 


Terminal fires also take a large toll 
of motor truck cargos every year. The 
remedy for terminal fires is proper 
housekeeping and an adequate supply 
of fire extinguishers, in order to con- 
trol fires while they still are small. 
Truckers and their personnel should 
be advised to call the municipal fire 
department immediately upon discov- 
ering a fire, even though it is small. 
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Many fires have proved disastrous be- 
cause hand extinguishers were not 
enough to put out the fire, and the 
municipal fire department was not 
called until too late. 


3ecause motor truck terminals often 
are not imposing structures they are 
seldom thought of as involving large 
property values, but under present 
conditions this sort of thinking is 
seriously in error. It is significant 
that of the total of 163 large-loss fires 
reported by the National Fire Pro- 
tection Association as having oc- 
curred in the United States, Canada, 
and Alaska during 1945, three were 
in truck terminals. 


One fire of undetermined origin at 
3illings, Mont., destroyed a motor 
freight terminal with financial loss 
of $283,000. The one-story frame 
and stucco garage housed office rec- 
ords, trucks, truck parts, cargo, oil, 
and equipment. The unsupervised 
watchman was late in making his 
hourly rounds, and the fire was dis- 
covered by a taxi driver. By the 
time firemen arrived it had burned 
through the roof, and exploding fuel 
barrels and truck gasoline tanks con- 
tributed to its rapid spread. 


Another truck terminal fire at San 
Francisco cost $500,000. This also 
began in a one-story frame building, 
and neither it nor the other buildings 
destroyed had automatic sprinklers. A 
quantity of sulphur awaiting ship- 
ment seriously hampered fire-fighting 
operations. 


The third large-loss truck terminal 
fire of 1945, in which loss was esti- 
mated at $400,000, occurred at Erie, 
Pa. An electric welder being used 
in truck repair ignited grease, and the 
flames spread rapidly through the 
garage building despite the efforts of 
employees to bring it under control by 
the use of extinguishers. Large 
quantities of freight fed the flames, 
and the explosions of drums of oil 
in the garage added impetus to the 
fire. 


Mechanical defects cause many 
trucking accidents. The most import- 
ant mechanical defect is bad brakes. 
A frequent and thorough check of 
the brakes should be made by the 
truck line’s mechanics, and the driver 
should make his own test as he leaves 
the terminal on each trip. It is espe- 
cially important, after he has con- 
nected tractor and trailer, to make 
sure that all brake lines are properly 
connected and operative. 


In its most recent analysis of me- 


chanical defect accidents the Inter- 
state Commerce Commission’s Bureau 
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of Motor Carriers stressed the need 
for better inspection and maintenance 
practices, especially with regard to 
those mechanical or electrical parts 
involved in the accidents in which 
there are defects in tires, brakes, and 
engines. These three categories of 
accidents occur most frequently, and 
account for a large portion of the 
total property damage and personal 
casualties, both fatalities and injuries. 


In commenting upon the present 
tire situation the Bureau pointed out 
that synthetic tires are more suscep- 
tible to overheating than natural rub- 
ber, and recommended that road 
speeds and tire loads be reduced when 
using synthetic tires, especially in hot 
weather. Giving of special attention 
to inspection of ignition wiring to 
make sure that it is not rubbing 
against other metal parts, or satu- 
rated with grease and oil, also was 
urged. 


The Bureau of Motor Carriers con- 
tends that a large fraction of the 
vehicles which are completely de- 
stroyed as a result of accidents are 
destroyed by fire, for which the orig- 
inal cause is often mechanical defects. 
It holds that corrections in inspection 
and maintenance practices tending to 
decrease the number of mechanical 
defect accidents will in turn tend to 
decrease the number of fires. Con- 
sequently a decrease also would be 
registered in the number of vehicles 
totally destroyed, and in the dispro- 
portionately high number of personal 
casualties in fires. A considerable 
proportion of the mechanical defects 
from which accidents result can be 
traced to seemingly insignificant ad- 
justments or repairs. Without im- 
plying that major mechanical defects 
should be neglected, there is need for 
paying more attention to minor ad- 
justments. 

Insurance premiums form an im- 
portant part of the operating expenses 
of every truck line. In addition to 
cargo insurance, the operator must 
carry liability and workmen’s com- 
pensation insurance, and probably he 
has insurance on the vehicles them- 
selves. Many of the remedies de- 
scribed for the improvement of the 
cargo loss record also will help to im- 
prove the loss record for other types 
of insurance. Rates and premiums are 
high, but the trucking industry can 
bring about a substantial reduction 
in this part of operating costs. Good 
management, elimination of mechan- 
ical defects, control of shipments to 
prevent mysterious disappearance and 
theft, control of drivers to prevent 
careless accidents, all will help to 
bring dow insurance costs for the 
trucking industry. 


MUNICIPAL PENSIONS 


(Continued from page 16) 
viously, if the state-wide plan is fav- 
ored by the state’s appropriating 
money to it or in exempting it from 
taxes, then to this extent the private 
insurance company is at a disadvan- 
tage in competing for the business. 


On the other hand, insurance in the 
state plan involves certain disadvan- 
tages for the local government and 
its employees. The state plan is usual- 
ly uniform to a large degree in its ap- 
plication to local governments and 
their employees. Conditions vary con- 
siderably from one locality to another 
and yet each local government must 
meet the uniform standards with re- 
spect to employees covered, contribu- 
tions, coverage, benefits, ages for en- 
try and retirement, etc. A private in- 
surance company could vary its plan 
more for each local group by tailor- 
ing the plan to suit the needs. 


The state law may provide, as it 
does in Pennsylvania, that once a 
municipality enters it never can with- 
draw. While this may not seem im- 
portant upon first thought, conditions 
could so change that the right of 
withdrawal might become very desir- 
able. For example, the Social Se- 
curity Act may be changed to permit 
its extension to local government em- 
ployees and this could make a revision 
of the contract with the state advis- 
able. 


The law establishing the state fund 
may be vague or ambiguous in cer- 
tain of its provisions. When this is 
the case the local government must 
accept uncertainty in its contract until 
the law is changed or the courts ren- 
der an opinion. Such disadvantages 
need not exist when insuring with a 
private insurance company. 


In conclusion, it is evident that the 
work of formulating pension plans, 
including the methods by which they 
are to be financed, is a highly techni- 
cal operation, to be performed only 
by those specializing in the business. 
Since private insurance companies 
specialize in this field they should be 
equal to or better qualified than any 
organization set up by the state to 
perform a function of this nature. 
Therefore, unless the state grants 
financial aid or other favors to its 
plan, the private company should find 
no trouble in competing for this type 
of business. 

















